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Violence at work 
The daily routine of threats, 
bullying and assaults ' 
Management, Page 9 
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Yeltsin decrees tax Germany’s Deminex 


MONDAY JULY 20 1998 




Financial information 
New entrants threaten 
real-time data suppliers 
Page 13 



Jenopfik’s Lcthar Spatft China’s economy 

Heroic journey of an east The government has 
German political maverick become a fire brigade 
Interview, Page 3 Page 4 
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measures to save 
„ crisis programme 

! F President Boris Yeltsin has 

overridden the Russian parliament 
| by adopting extra tax -raising mea- 
sures by decree in an attempt to 
salvage the government's arrti-cri- 
1 sis programme and attract financial 
support from the International 
Monetary Fund. Page 14 

GaS to fight chBd pornography 
German government politicians are 

calling for greater international 
co-operation and tougher taws to 
combat chad pornography an the 
internet Page 2 

Rt£ng fawura tobacco industry 

The US tobacco Industry has won 
a major victory after a federal 
judge ruled the Environmental Pro- 

taction Agency had overestimated 

j the hazards of secondhand 
tobacco smoke. Page 2 

UN sets up war crimes court 

The United Nations succeeded in 

setting up an in te rna t i onal Criminal 
Court to try war crimes, genocide 
and crimes against humanity. Page 
$ Editorial Comment, Page 13 

Serbs prone Kosovo granites 

Yugoslav security forces claimed to 
have kited at least 20 Kosovo 
Albanian guerrillas in a border 
ambush and to have begun driving 
others from the town of Orahovac. 
Bold guerriSa strategy. Page 3 

Drags Tsar* fallows tbs money 

US drugs Tsar" Barry McCaffrey 
has targeted money (aunderhg as : 
a vulnerable area offering one of 
the best ways of fighting Interna- 
tional drug trafficking. Page 3 I 

More than 1,000 (Seta tidal wave ! 
Mare than 1,000 people were 
feared dead and thousands were 
homeless after three tidal waves 
destroyed vfilages on Papua New 
Guinea's north west coast Page 2 

EU and Iran launch new ere 
European Union di pl omats ended 
two days of formal talte ki ban In 
ydiat the head erf the visiting dele- 
gation called the start of a gradual 
improvement In ties with the 
Islamic republic. . 

Kinshasa wanes money s ab oteurs 
The Democratic Republic of the 
Congo, formerly Zaira, has 
announced that 'saboteurs' of the 
newly launched Congolese franc 
coukl face the death penalty. 

Chechnya combats annul bands 
Chechen President Aslan Maskha- 
dov is mobUsbig up to 5,000 extra 
troops to help fight groups of 
armed bands In the breakaway 
republic. 

Austrians search for mine vfetbas 
Rescue workers (fritted in search of 
; the bodies of 11 men believed to 
have been kited In Austria’s worst 
post-war mining disaster, in the 
Alpine village of Lassing. 

Communists back Prodr at a price 
Italy's Communists wHl support the 
government of prime minister 
Romano Prodi In a confidence vote 
this week but said they wanted 
more measures to combat unem- 
ployment and poverty in the south. 

Vftagers slaughtered in Algeria 

Moslem rebate cut the throats of 
11 people In a village south of 
Algiers four days after at least 13 
villagers died In a similar massacre. 

German youth backs radicals 
More than a third of young voters 
In eastern Germany support the 
former communists or racflcal- right- 
ist parties for the September 27 
national elections, according to an 
opinion poll. 

O’Meara wins Open 
Mark O’Meara beet fetow Ameri- 
can Brian Watts In a four-hole 
play-off to win the Open golf 
championship at Royal Blrkdale fri 
northern England. 


energy joint 
venture to end 

The Deminex joint venture of the 
German energy companies Veba 
Oel. RWE-DEAand Wkrterehafl. 
formed In 1969, is being broken up 
in an agreed restructuring, under 
which Its oQ and gas exploration 
and production activities wfll be 
absorbed by the venture partners. 
Page 15 

Investors across the European 
Union wflj have access to new 
forms of coflecthre Investment, 
such as pan-European funds 
Investing (n futures and options, 
under proposals announced by the 
European Commission to update 
EU Investment laws and regulation 
of fund managers. Page 2 

Roche, the pharmaceuticals group, 
saw its shares rise 2.4 per cent 
after Swiss financier Martin Ebner, 
a major shareholder, recommended 
It sett its vitamtoa and fragrances 
End flavours businesses. Page 16 

BIS. the computer services group, 
has won a 10-yaar contract to sup- 
ply information technology to Brit- 
ish Airways Engineering. The con- 
tract b believed to be worth over 
£100m. Page 16 

Creation Records, UK independent 
record label, abandoned plans to 
export recordings from Hs internet 
site after pressure from Sony, the 
music and entertEdnmerrt {poop. 

Sony holds 49 per cent of Cre- I 
ation’s equity and International dis- 
tribution rights for Us acts, Inciudr 
ing best-setter Oasis. Page 15 

WoridGom, the US telecommunica- 
tions group, b claiming industry 
leadership with the start-up of Ha 
optical fibre network hiking US 
end European financial centres via 
undersea cable with connections to 
27,000 offices in the US and 4,000 
In Europe. Page 17 ' 

US state prosecutors said they had 
“tightened” their antitrust action 
against Microsoft after dropping 
ch a rges that toe software leader 
had forced computer makers to 
choose its office applications pro- 
grams over those of rivals. Page 5 

Marital and CBMer Bosmues have 
asked toe French financial markets 
council to aflow cancellation of a 
voting pact with dissident share- 
holder Vincent Bottore, saying, he 
has fafled to act In concert on the 
strategy of the Bouyguee construc- 
tion and telecoms group Page 18 

ItaMMca of -Spain, which has 
wide telecoms hokfinga In South 
America, entered the Central Amer- 
icanmarket byoutbldcUng Tefrnax 
of Mexico and BellSouth of toe US 
for a mobile phone operation in B 
Salvador. Page 20 

namasr snxaaiRjKm^.reiHii 
broking aim of National Westmin- 
ster Bank, b drawing up plans to*..,, 
become a marketmakar in privati- 
sation and dwnutuaflsation shares. 
Page 17 

f trt onas qxctaa n g w that wish to art 
up computer screen networks in 
the US coukl face rigorous tests 
under a proposal from the Com- 
modity Futures Trading Commis- 
sion, the US regulator. Teste might' 
Include toe financial standing of 
the exchange text national reci- 
procity for US exchanges. Page 14 

Loyalward, a UK resort design- 
company, has won agreement from 
the monastery of Topfou to buM a 
$825m resort on land In north- - 
eastern Crete owned by the Greek 
Orthodox community. Page 3 
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EURO INTEREST R AT E CONVERGENCE 


Candidates 
for Japanese 
PM promise 
to cut taxes 

Health minister’s entry into race seen 
as likely to split vote in party election 


B y IfidUis tataunoto to Tot yi 

The three candidates to succeed 
Ryutaro Hashlmoto as Japan’s 
prime minis ter piedsed yesterday 
to cut taxes and stimulate the 
na gg in g economy. 

Junichiro irnfanm^ the health 
and weltere minister, became the 
third Tnan formally to wily the 
race to lead the ruling Liberal 
Democratic Party, joining Ketzo 
Obuchi, foreign minister, and Sei- 
roku Kajiyama, former chief cabi- 
net secretary. 

The wmiBAiffy of Mr TCntaiml 
is expected to campBcate Friday’s 
election to choose the next party 
president, folio wing the resigna- 
tion of Mr Hashlmoto. Mr 
Koizumi is likely to split the 
vote, perhaps necessitating a sec- 
ond ballot 


The winner is virtually assured 
of becoming prime minister, 
because of the LDP’s dominance 
In the lower house of the Diet 
(parliament). 

The candidates yesterday took 
part in two unprecedented tele- 
vised debates to present their 
positions on economic revival 

LDP leaders have traditionally 
been chasm in backroom man- 
oeuvring by party factions. 

By appearing in the television 
debates the candidates were 
appealing directly to the public, 
making the race more a contest 
between their policies. 

They «nph»nri«>H their commit- 
ment to fiscal stimulus; including 
tax cuts, and to dealing with the 
bad bank loans blamed for hin- 
dering an eooaomic recovery. 

Mr Obuchi, who is thought to 



The eandMttes: health and welfare minister Junichiro KotzumJ (left), fanner chief cabinet secretary Sefroku Kajiyama, 
and foreign minister Keteo Obuchi during one of yesterday’s two unprecedented television debates Retire. 1 AP 


have wider party support, called 
for permanent tax cuts of more 
than Yfi,000bn ($43bn> and a 
supplementary budget of 
YlCWJOObn. He said he would take 
“all kinds of measures so that the 
economy will grow about 3 per 
cent". 

Mr Kajiyama stressed the need 
to deal aggressively with the bad 
loans problem. There would be “a 
lot of blood-letting", he warned. 
He is widely supported in the 
business community far his out- 
spoken views on the need for 
bold measures to revive the 
economy. 


Mr Kajiyama said Japanese 
consumers were too pessimistic 
and that “without confidence. 
Japan will sink". 

Mr Koizumi, a dark horse can- 
didate committed to fundamental 
reforms of the bureaucracy, 
reversed his cautious stance on 
loosening fiscal policy and said 
he would abolish the fiscal 
reform law altogether. 

Mr Koizumi also proposed cut- 
ting the number of central gov- 
ernment civil servants by half 
over the next 10 years and reduc- 
ing the number of parliamentar- 
ians in an effort to realise his 


vision of small government. 

Mr Obuchi. who beads the larg- 
est faction in the LDP, had Ini- 
tially been almost assured of vic- 
tory, after winning the support of 
other factions in the party. 
Although Mr Kajiyama has wide 
support in the business commu- 
nity. he has been a relative loner 
in the LDP. 

However, Mr Koizumi’s appear- 
ance on the stage has provided 
the anti-Kajiynma vote with an 
alternative, weakening Mr Obu- 
chi’s position. 

Con ten dere* chores, Page 4 


FOREIGN EXCHANGE RESERVES FALL TO $600M FROM $1BN FOLLOWING INTERNATIONAL SANCTIONS OVER NUCLEAR TESTS 


Pakistan takes measures to shore up economy 



Friaqieiidiffiter Nawaz ShariE set 
to unveil spending cuts 


flyfaiftaa BoMarih M am ab a d 

Pakistan took emergency 
measures at the weekend to 
shore up its economy after disdo- 
-shag -. Its - foreign exchange 
reserves had fallen to $600m, 
intensifying doubts about its 
ability to service its $42bn exter- 
nal debt 

TT flfrgg Pasha, deputy ehah-man 
of the planning commission, the 
government's chief economic 
policy body, stunned bankers on. 
Saturday when he conceded that 
reserves had fallen to $60Qm from 
more than fibn a month ago. 

The depletion has taken place 
since Pakistan conducted its first 
nuclear tests on May 28 and 
prompted western economic 
sanctions, including measures 
such as the withholding of multi- 
lateral assistance from the Inter- 
national Monetary Fond, the 


World Bank and the Asian Devel- 
opment Bank. 

A tranche of $26m from the 
IMF was not disbursed at the end 
of June when a meeting of the 
fund which was due then did not 
take place. 

As part of its measures, the 
government raised the price of 
petrol by about 25 per cent, 
although diesel and kerosene - a 
common cooking fuel in the 
country - will not be affected. 

The government said more 
would be saved through unspecif- 
ied spending cuts - part of a con- 
tingency plan which Nawaz 
Sharif, the prime minister, will 
unveil soon - to meet the budget 
shortfall caused by the sanctions. 

Mr Pasha said the budget 
announced in June had not fore- 
seen a RpsZObn (8435m) shortfalL 

“The spirit of sacrifice was not 
quite visible in the budget Now 


that we have a fair estimate of 
the sanctions, the time has come 
that we step forward and 
announce measures to safeguard 
the interests of the economy and 
to face sanctions," he said. 

Mr Pasha said the government 
expected to get its reserves back 
to $lbn within days, but refused 
to say bow. 

“We are going to shore [the 
reserves] up in days but I can’t 
tell you how," he said. 

Independent analysts said the 
government was probably relying 
on support from friendly coun- 
tries in the Arab world to help 
tide it over the immediate crisis. 

In the past month Mr Sharif 
has travelled to Saudi Arabia, the 
United Arab Emirates, Kuwait 
and Qatar, apparently to seek 
help. 

No details of Pakistan's 
requests have been publicly dis- 


closed, but businessmen say the 
government is probably looking 
Tor short-term credits in hard 
currency or an option to delay 
payments on its oU imports. 

Senior officials reject growing 
speculation that Pakistan has not 
yet received any concrete 
assurances from the Arab world. 

But businessmen say that in 
view of recent turbulence an the 
oil markets, Arab countries are 
facing a crunch which may make 
it difficult for them to crane up 
with a large assistance package. 

Strobe Talbott, US deputy 
secretary of state, arrives in 
Islamabad, the capital, tomorrow 
when he will press Pakistan to 
sign the Comprehensive Test Ban 
Treaty, which seeks to prohibit 
nuclear testing. 

Pakistani economi st dies, Paw 4 
Observer, Page 13 


Oxford University 
to launch degree 
courses over internet 



By Staten Targett in lirn dai 

Oxford University is. to offer 
degree courses over the Internet 
under ptana which cofuld trans- 
form the prestige of distance 
learning. , 

. The^ ^venturei part.^iipdicy to 
widen access to Britain’s oldest 
university, will offer the glitter- 
ing prize of ah Dxfrrd -education 
without students having to step 
inside one of the ancient colleges. 

It fe hacked by Paul Allen, the 
US entrepreneur and co-founder 
of Microsoft, whose virtual edu- 
cation foundation is to femd the 
fwiUne courses to be launched 
nextyear. 

Oxford's first online degrees 
will be offered to postgraduate 
students In medicine, cnmpntiig 
and software engineering. 

The university's elite under- 
graduate degrees may eventually, 
be delivered on the Internet, 
although there is resistance from 
traditionalists who think 
Oxford's collegiate experience 
must remain an essential part of 
any course. 

Oxford tutors will .supervise 
studies using e-mail, internet dis- 
cussions and voice-based confer- 
encing. Occasional: face-to-face 
meetings in'Oxford may be built 
into the programme. . 

The masters degrees will be 
studied part-time and will typi- 


two years leading to a certificate, 
the third to a diploma, and the 
fourth resulting in an Oxford 
masters degree. 

Examinations are expected to 
be held in Oxford but foreign- 
based students may be permitted 
to use the network of British 
Council offices around tbe world. 

Oxford’s first online masters 
students are scheduled to begin 
their studies within five years, 
after the university's phased 
introduction of the Internet 
degree progr a m m e. 

Two courses will be offered in 
January: a two-year course in 
computing costing EL200 and a 
£600 one-year local history 
course. An internet course in 
immunology is planned to start 
three mouths later. 

Geoffrey Thomas, director of 
the university’s department far 
continuing education, said the 
courses would bring the Oxford 
tutorial within the reach of the 
distance learner. They would he 
designed around a new concept 
of online tutorial support and 
would allow part-time students to 
study at their own pace. 

Dr Thomas welcomed the 
¥500.000 development grant from 
Mr Allen's foundation, saying it 
would “help ensure that Oxford’s 
position as a leading university is 
reinforced via the global medium 
of the internet”. 


The work wHl be staged, the first Business educates, Page 1® 
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WOR LD V »--NEWS 



Petal Ifann ta Bono 

Kovernment 
poufictana are calling for 
greater international 
cooperation and tougher 
lawsjo combat pornography 
involving children on the 
internet 


urges net clampdown on child porn 


widely publicised dlabovary 

last^tteei ofaft internet 

j™ pdrno^aidiyv ^jg ^ 
to 

have had link*; with Berlin 
and have beeai behind the 
““appearancerof a i^year- 


IL 


old boy from the city in 1993. 

Chancellor Helmut Kohl 
signalled yesterday that he 
would seek “an intensifica- 
tion of international 
cooperation for the protec- 
tion of children and juve- 
niles" following last week’s 
discoveries in the Dutch sea- 
side town of Zandvoort. 
According to press reports, 
investigators found more 
than 9,000 photographs and 
computer discs showing the 
sexual abuse and torture of 
children. 

Theo WaigeL finance min- 
ister and leader of the Bavar- 
ian Christian Social Union, 


called at the weekend for 
"an international legal con- 
vention against child por- 
nography on the internet”. 
He proposed this be put on 
the agenda of the next Euro- 
pean Union summit 
Jflrgen RGttgers, Bonn 
research and technology 

minister and a member Of 
Mr Kohl's Christian Demo- 
cratic Union, said a world 

wide "net code of conduct" 
was needed to set interna- 
tionally agreed minimum 
standards and called on the 
United Nations to take up 
the issue in a “world inter- 
net conference". 


Manfred Kanther, Bonn 
interior minister, told yester- 
day’s Welt am So on tag 
newspaper that he had 
“ordered the federal office 
for the security of informa- 
tion technology to improve 
the ability of the police to 
investigate in the internet 
through the development of 
the most modern software". 

The Netherlands case was 
discussed on Friday by the 
Bonn cabinet Klaus Klnkp i, 
the foreign minister who 
chaired the meeting, said 
afterwards that censoring 
the internet was not the 
answer to the problem. 


The cabinet urged Ger- 
many's federal states, which 
are responsible for police 
matters, to cooperate more 
closely in the fight against 
child pornography and 
suggested they follow Bavar- 
ia’s example and employ 
“cyber-cops" to monitor the 
internet. 

Edmund Stoiber, Bavaria’s 
CSU prime minister, sa id his 
state would introduce legis- 
lation in the Bundesrat, the 
second chamber of parlia- 
ment in Bonn, to allow tele- 
phone tapping to help crack 
down on child abuse and 
pornography. 



Helmut Kotik joined calls for 
International co-operation to 
protect children and juveniles 


Ell to widen investor access 



By Samar Iskamtar In Brussels 

L«art tasoB hi London 

'across the 
. Union win have 
; ^ new forms of col- 

T-t 'tnvestment under 

ptansFaanounced last week 
by tbs European Commis- 
sion,- . . 

The two proposed amend- 
ments aim to update gristing 
EU laws for collective invest- 
ments and modernise the 
regulation of fond managers. 
If adopted by EU finance 
ministers, they would open 
some markets to new forms 
of pan-European investment 
funds, such as foods invest- 


ing in futures and options. 
Such vehicles currently exist 
in some EU countries. 

Investment associations in 
the UK - with the biggest 
fond management compa- 
nies in Europe - welcomed 
the plans. 

However, Phillip War Land, 
director-general of the Asso- 
ciation of Unit Trusts and 
investment funds, was disap- 
pointed at a failure to put 
forward a much broader pro- 
posal- 

“If they continue to define 
funds like this they are 
always going to be 10 years 
out of date," he said. 

The proposals come just a 


few months of Janu- 

ary’s introduction of the 
European single currency, 
the euro, which the Commis- 
sion believes will help 
remove the remaining psy- 
chological barriers that pre- 
vent investors from shop- 
ping around for investment 
vehicles in other countries. 

The first proposal would 
allow collective funds to 
invest in a wider range or 
liquid financial assets, 
including futures and 
options, bank deposits, 
shares in other funds and 
money market assets. 

Existing EU regulation is 
limited to listed securities, 


mainly shares and bonds. 

Under the second amend- 
ment, management compa- 
nies would be awarded a 
European Passport under a 
harmonised authorisation 
procedure, allowing them to 
offer their products in all 
member states. Such Euro- 
pean Passports already exist 
for banks, brokerage houses 
and insurance companies. 

The proposals are a toned- 
down version of a 1993 plan 
to replace EU law dating 
back to 1985 with a simpli- 
fied directive. The plan was 
dropped when the Commis- 
sion failed to gather enough 
support from member states. 


Payment system price war looms 


By George Graham, 
Banking EdHnr 


Europe’s high value 
payment systems could be 
heading for a price war 
against the background of 
massive overcapacity after 
the introduction of the euro 
next year, according to a 
new study from Boston Con- 
sulting Group, the manage- 
ment consultancy. 

Each European country is 
required to have its own real 
time gross settlement system 
to hook up to the Target pay- 
ments network operated by 
the European Central Bank. 


But Germany. France, the 
UK and the multinational 
Euro Banking Association 
are all building competing 
systems to handle large vol- 
umes of euro payments, and 
look set to undercut Target 
on price. 

Nick Viner, a vice-presi- 
dent at BCG, estimates that 
there are currently around 
320.000 high value payments 
a day in the 11 countries 
which are entering monetary 
union. 

Germany’s EAF, the UK's 
Chaps Euro. France’s TBF 
and the EBA’s own clearing 
system are between them 


adding enough capacity to 
handle another 744,000 pay- 
ments a day. “EAF alone 
could theoretically handle 
the whole of current demand 
for high value payments." 
Mr Viner said. 

Other payments special- 
ists. however, point out that 
predicting payment volumes 
after the introduction of the 
euro is difficult. “For the 
major systems, there will be 
plenty to share around," said 
Eric Sepkes, a vice-president 
at Citibank and deputy 
chairman of the EBA. 

Most of the costs of pay- 
ment systems like EBA or 


EAF are fixed investment 
costs rather than running 
expenses, so they will have 
an incentive to attract as 
much volume as possible in 
order to spread the cost 
widely. EAF has already cut 
its prices to an estimated 
0.25 euro per payment, forc- 
ing the ECB, which had 
expected to charge 1 .50-3.00 
euro for a Target payment, 
to cut its price to 050 euro. 

Smaller payment systems 
in countries such as Portu- 
gal or Belgium win find it 
hard to compete on price 
with these high volume com- 
petitors. 
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Doubts over 
Kok coalition 
spending plans 


By Gordon Gramb in Am ster dam 

wvm Kok, the Dutch social 
Hpmrwm rif- leader, wffl rtii* 
week begin forming his sec- 
ond ra*hina» after parties in 
the country’s three-way 
coalition agreed a govern- 
ment programme for the 
next four years. 

The accord endorsed late 
on Friday by his PvdA party, 
the free market WD and the 
centrist D66 comes more 
than 10 weeks after they 
gained a general election 
mandate to continue their 
reforms. 

Mr Kok, prime minister 
since 1994, is to call oq 
Queen Beatrix as early as 
today for approval to form a 
new administration. He 
intends to give it a more 
socially conscious face, 
while continuing deregu- 
lation and revamping a bur- 
densome tax system. 

But business and union 
leader s both questioned the 
economic assumptions at the 
heart of the spending plans. 
These include an expectation 
that annual wage increases 
generated by collective bar- 
gaining will average only L5 
per cent - at a time when 
tha.FNY,. the largest ^rade 
■ ujnioa ■fi$d^&tion,-is -pushing;* 
for rises next year of L5 per- 
centage points above the 

rate Of inflation. 

Dutch consumer prices are 
growing at 22 per cent a 
year, »nri a tight labour mar- 
ket strengthens the unions’ 
hand. Lodewijk de Waal, 
FNV chairman, said there 
was no question of moderat- 
ing wage demands merely 
because fiscal reforms to be 
delivered in 2001 might bene- 
fit its members. 


The VNO-NCW, the main 
employers’ federation, 
warned the deal hammered 
out by party negotiators did 
not take adequate account of 
a cyclical downturn in EU 
economies which could be 
expected during the next few 
years, ft said the chance was 
being missed to cut public 
debt and deficit levels while 
conditions allowed. 

Some economists fear that 
in a recession the deficit 
could breach the ceiling of 3 
per cent of gross domestic 
product agreed as a corner- 
stone of European monetary 
union, although it stands 
now at only half that level. - 

The government accord is 
based cautiously, however, 
on an average 2 per cent real 
economic growth, compared 
with the current 4L2 per cent. 
The WD's Gerrit Zalm, due 
to stay on as finance minis- 
ter, has extracted from the 
parties a commitment that 
any windfalls would be 
devoted to reductions in foe 
deficit or In taxes, rather 
than to extra spending pro- 
grammes. 

Els Borst is thought likely 
to retain her health portfolio 
and become one of two dep- 
,ufy. jffjpifc . . Tninist arg..J^, 
wtc abq- toaieo ver S» D66 ’ 
leadership from Hang van 
Muerlo, the outgoing foreign 
minister. The other deputy 
premiership, to which the 
WD is entitled, may go to 
Annemarie Janitsma, trans- 
port minister in foe last gov- 
ernment. 

Ms Jonitsma* has been 
mentioned as a possible suc- 
cessor in Mr van Mierlo’s 
catenet slot but -may settle 
forte. post such as economic 
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Popular new models 
fuel sharp gains 


By HaJg Slmoelm, 

Momr maustry uonasponoeiR 

The paradox of long waiting 
lists for foe most popular 
new models but -chronic 
overcapacity in general 
looks set to continue in 
Europe’s new car market 
Registration figures for foe 
first six months of this year 
show sharp ptins for nwn n- 
facturers producing foe hot- 
test new models.' 

Renault’s European mar- 
ket share climbed to 10.3 per 

h 


cent on the back of booming 
demand for its Megane Sce- 
nic people carrier. Renault's 
European sales jumped by 
almost 25 per cent last 
month, year on year, to 
nearly 121,000. Mercedes- 
Benz also benefited from the 
polarisation of demand. 

Sales rose by more than 22 
per cent in the first six 

months thanlre to 

output of its hi g hl y popular 
new sports models and foe 
impact of its new A Class 
wnall car. 

1 
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US TOBACCO BATTLE 


Hazards of secondhand 
smoking ‘overestimated’ 

The besieged US tobacco Industiy has won a big 
a fuflng by a federal judge that the EnvIronmenteProtection 

Agency had overestimated the hazards of secondhand 
tobacco smoke. iirin 

The B»A said in 1993 that secondhand smoke was raS P^ > ' 
stole for 3,000 lung cancer daattis each year. The report led 
many restaurants, theatres and office biddings to ban or con- 
tain smoking. . , , .. 

The tobacco Industry said foe study was wrong and torts ns 
esse to court According to the Washington Post, a US dis- 
trict court judge hi North Carolina - a Wg tobacco growing 
state - has agreed with the Industry that the EPA erred In Its 
risk assessment Nancy Duma. Washington 

CHINESE FLOODS 

Death toll rises to 1,000 

Floods across much of China have kilted around 1,000 people 
tWs summer and resulted In cfirect economic losses of 
RMB85.6bn ($i05bn), mainly through crops being washed 
away and buildings collapsing, the official Chinese news 
media said at the weekend. 

There wss also a scare that a crest of floodwater shooting 
down the Yangtze river might^ threaten the S29bn Three 
Gorges dam, which Is under construction. In the end, the 
waters passed the dam safely. James Kynge, Beffing 

SINGAPORE PM»S LIBEL SWT 

Damages increased fivefold 

The Singapore Court of Appeal awarded Goh Chok Tong, the 
prime minister, five times the damages awarded him by a 
lower court last year in a high-profile defamation case. 

The case stems from a statement by a pofitlcal opponent at 
a campaign rally that poiioe reports had been filed against Mr 
Goh. The prime minister sited to protect his credtofllty. The 
lower court ruled that J.B. Jeyaretnam’s statement was 
defamatory as it could lead people to believe Mr Goh could 
be investigated for wrongdoing. It awarded Mr Goh S$20,000 
($11,600) In damages. 

Critics said the lawsuit was unnecessary. Singapore's ruling 
People's Action party had just scored Its biggest electoral vic- 
tory In 16 years, winning 81 but of 83 seats in parliament on 
January 2 1997. Many believed the lawsuit was politically 
motivated to Intimidate the opposition. The Singapore Court 
of Appeal awarded Mr Goh S$1 00.000 on Friday. 

Shelia McNofty, Kuala Lumpur 


SOUTH AFRICA CREDIT 
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Moody’s reviews rating 

Moody’s Investors Service, the rating agency, yesterday 
placed South Africa's Bas3 credit rating on renew for possi- 
ble downgrade. 

, ...Moody’s. is concerned-bySarth Africa’s JnabBity tq gener- 
: ate jobsrbfttfie foot 

tog economic growth aid by recent turbulence in domestic 
financial markets. • 

. It said a “major structural dilemma* of the economy was Its 
inablfty to generate new jobs. Real wages were rising faster . 
than growth In productivity, and recent financial market vola- 
tility had prevented an upturn in the business cycle. 

The South African finance ministry said yesterday it was 
confident the rating would be retained, based on the coun- 
try's "underlying sound economic fundamentals arid prudent 
economic policies”. Jeremy Grant, London" - 
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SDP SHADOW MINISTRY 


Schroder appoints publisher 

Gerhard Schrader, the opposition Social Democrat party chal- 
lenger to Chancellor Helmut Kohl In September's general 
election, has gone outside the traditional party structure for a 
third time to fill a shadow ministerial posL 

Mr Schrader named Michael Neumann, a 56-year-old pub- 
lisher and former journalist, to be "state minister for culture” in 
tire federal chancellery, should he win the election. This would 
be a new post Mr Schrader earlier chose Jost Stotimann, a 
computer entrepreneur, to be economics minister and Walter . 
Riester, a trade unionist, to be labour minister.' 

Mr Naum arm, who has run a pubfishing company to NSW"' 
York since 1996, formerly headed the Hamburg-baaed 
Rawohft publishing house after hokfing journalistic posts with 
Die Zett newspaper and Der Spiegel. Peter Norman, Bonn 


PAPUA NE W GUIN EA DISASTER __ 

Tidal wave kills 600 

A tidal wave spawned by an earthquake measuring 7.0 on the 
Richter scale crashed into Papua New Guinea's north coast, 
crushing villages and kfiEng nearly 600 people, officials said 
yesterday. 

The 23-foot wall of water hit the coast west of Maps on 
Friday night without warning following an earthquake about 12 
miles off the Papua New Guinea coast 
ABC radio, a government-owned corporation, quoted Aus- 
tralian army officiate yesterday as saying the death toll could 
rise to as high as 2,000 people, but that figure could not be 
confirmed by the PNG government AP, Port Moresby 
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By David Buchan in Belgrade 

The Kosovo Liberation Army 
(KLA) launched a bold strat- 
egy at the weekend, by 
attempting to take a town 
centre and by bringing' sev- 
eral hundred new fighters 
over the border . from 
Albania. 

However, it provoked a 
heavy reprisal, according to 
Yugoslav army and Serb 
police who claimed, to have 
killed “at least 20" . KLA 
members and captured ei ght 
more. 

L . The KLA has been talking 
1? of mounting a ‘ “summer 
offensive", but in taking on 
police in Orahovac city cen- 
tre and trying to get rein- 
forcements past army border 
patrols,' it may have over- 
reached itself. Serbian secu- 
rity forces have recently 
been measured in their 
response - not least because 
of the increased presence of 
international monitors 
watchful for any Serb offen- 
sive that could trigger Nato 
intervention. 

But there were signs yes- 
terday of heavier Serb retali- 
ation. with reports that the 
Serbs were using artillery 
and mortars against villages 
K and helicopter gonships 
y along the border of Kosovo 
and Albania. ... 



Yugoslav soWfere near Mount DJeravfca on tha border with Albania 
confiscate weapons smuggled Into Kosovo Reuters 


The weekend clashes came 
as a delegation from the 
Organisation for Security 
and Co-operation in Europe 
(OSCE) ended talks with 
Kosovar Albanian leaders in 
the provincial capitaT of Prfs- 


leaders. The OSCE is trying 
to activate Serb- Albanian 


..OSCE.. ambassadors said 

their Tnisitj nw was not aimed 
at breaking this diplomatic 
. deadlock, but at SsctSnding. 
However, the delegation's 
German leader, Hahsjurg' 
Riff , stressed the urgency of 
foredgn mediation. 

Hie : pro-government Poh- 
tka newspaper published in 
Belgrade. yesterday 
denounced opposition Serb 
politicians for their in 
Pristina last week with eth- 
nic Albanian politicians. 

Albanians from Orahovac 
yesterday asked a US diplo- 
mat to send international 
observers to their town, tbe 
site of street fighting since 
Friday. Serb police yesterday 
claimed to have regained 
control of the - town centre, 
after pushing back an attack 
on the main police station 
on Saturday by the KLA 
who then took up positions 
in the post office, a health 
centre and a gchnol . 

The Albanian government 
in Tirana yesterday pro- 
tested that the Yugoslav 
army and Serb police bad 
crossed into Albania in pur- 


talks under the mediation of suit of KLA reinforcements. 


Felipe Gonz&lez, former 
Spanish prime minister, but 
this initiative been ham- 
pered by a disagreement 


Serb sources claimed to have 
ambushed KLA troops com- 
ing in from Albania At least 
20 bad been killed . while 


tina and moved on to Bel- over whether Yugoslavia many others bad tied drop- 
grade for talks with Serb should rejoin the OSCE, ping their weapons. 


DRUG TRAFFICKING WHITE HOUSE ADV ISER IDENTIFIES VULNERABLE _AREA OF ATTACK 

US targets money laundering 


By Peter Mae to Lisbon 




***** f 








«KDIT 


WS rating 


Barry McCaffrey, the US 
drugs adviser, has targeted 
money laundering as a vul- 
nerable area offering one of 
the best ways of fighting 
international drug traffick- 
». ing, “the biggest crime 
( ,f organisation in the history 
of the world’*. 

“You can’t hide billions, 
and billions of dollars or 
move them around physi- 
cally,'' said Mr McCaffrey, 
director of the White House 
Office of National Drug Con- 
trol Policy. “They have to be 
turned into transactions, 


‘cybercash', credit cards or 
offshore accounts.” 

The former US army gen- 
eral, speaking after meeting 
specialists at the European 
Monitoring . Centre for Drugs 
and Drug Addiction in Lis- 
bon. said intelligence reports 
showed money' laundering 
was . prominent among sev- 
eral vulnerable areas for 
a ttacking international drug 
crime. A financial enforce- 
ment centre set up in the US ’ 
five years ago with a staff of 
300 and a $200m computer 
system was beginning to 
show results and was 
exchang in g information with 


Interpol and similar centres 
in Panama, Colombia and 
Mexico, be said. 

No comparative financial 
value could be established 
for illicit drugs, according to 
Mr McCaffrey. . “America 
spends $57bn a year on ille- 
gal drugs and a heroin 
.addict in tbe US spends $200 
to $400 a day. But an addict 
in Pakistan spends only $3 to 
$5 a day on the same amount 
of samp drug." 

Mr McCaffrey’s meeting at 
the Lisbon centre, set up by 
the European Union in 1995 
to provide information on 
drugs and drug addiction to 


policy-makers and profes- 
sionals in the member 
states, came at the end of a 
fact-finding visit to five 
European capitals. ' 

He said European experi- 
ence could be particularly 
beneficial to the US in treat- 
ment for addicts. From a 
total of 455,000 heroin 
addicts in the US, 150,000 
were attending treatment' 
programmes using metha- 
done as a substitute for her- 
oin at 800 clinics. But many 
of these programmes were 
not successful because dos- 
age was controlled by policy 
rather than by doctors. 
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Monastery 
in Crete 
resort 
venture 

By Kerin Hope In Athens 

The Greek Orthodox 
monastery of Toplou has 
joined with Loyalward, a UK 
company which designs 
tourist resorts, to build a 
$825m luxury resort on 
Crete. 

Tbe resort, to be built on a 
promontory in north-eastern 
Crete owned by the monas- 
tery, would be the biggest 
foreign investment in Greece 
for more than a decade. It 
would include five tourist 
villages with a total of 7,000 
beds, a port and marina, and 
three golf courses. 

- Chris Egleton. "Loyal ward’s 

• chairman, said construction 
1 would start next year with 

the aim of completing much 
j of the complex by 2004.* the 
year that Greece stages the 
Olympic Games. Tbe resort 
would create more than 3,000 
permanent jobs. 

The deal marks a signifi- 
cant shift in policy by 
Greece's Socialist govern- 
ment, which has come under 
pressure from the European 
Commission to lift barriers 
to foreign investment. The 
Socialists have a record of 
blocking foreign investment 
in tourism, citing tbe risk of 
damage to Greece’s ancient 
heritage and objections by 
local residents. 

• Last year, the culture min- 
istry rejected a proposal by 
the UK’s Virgin group to 
build a $l20m luxury hotel 
on the island of Hydra. 

Loyalward, a private com- 1 
pany based in Aberdeen, . 
Scotland, won an interna- 
tional tender in 1993 to 
develop the site. 

Abbot Philotheos of 
Toplou said a 10 per cent 
share of the resort's turn- 1 
over would be used to fond 
education and tr aining for 
local residents, environmen- 
tal protection and tbe 
revival of traditional occupa- 
tions. Construction of the 
resort would be financed 
through shareholders’ equity 
and bank lending. It would 
he built by a consortium of 
Greek contractors. Interna- 
tional hotel chains would be 
offered contracts to operate 
the tourist villages. 


Diplomats deliver 
judgment on new 
war crimes court 

After weeks of wrangling, doubts still linger over powers of 
UN institution as US and Israel decide to opt out 


By James Blitz b) Rome 

It is over. After five weeks of 
intense talks in the summer 
heat of Rome, the United 
Nations has achieved the 50- 
year dream of setting up an 
International Criminal Court 
to try war crimes, genocide 
and crimes against human- 
ity. 

After an often acrimonious 
conference which saw the 
US trying to water down the 
powers of the court - only to 
end up voting against the 
creation of the body alto- 
gether - world leaders have 
been hnitfng the birth of the 
new institution. The final 
act setting up the court was 
approved in the early hours 
of Saturday morning by ISO 
states and opposed by seven 
countries - tbe US. India, 
China, Isr uel . Bahrain, Qatar 
and Vietnam. 

Approval of tbe act means 
that, within a few years, the 
UN will have a court in The 
Hague which can try a wide 
range of war crimes and 
whose existence might deter 
military aggression. 

However, as weary-lookmg 
delegates started to make 
their way home, debate was 
starting over whether the 
new institution had enough 
power to be effective. 

rinnada and m u c h of the 
European Union which have 
always sought a strong court 
said the final act had 
achieved the fundamental 
goal they were sadring . The 
court is to have a self- 
starting prosecutor who can 
trigger a case without the 
approval of any other body. 

There had been repeated 
attempts by the US - which 
feared the possibility of its 
soldiers being brought to 
trial - to make court investi- 
gations dependent on prelim- 
inary approval from the UN 
Security Council. 

“That would have politi- 
cised everything the court 
did and was fortunately 
ruled out,” said one diplo- 


mat. Moreover, tbe scope of 
the court's jurisdiction is 
wider than expected. It will 
be allowed, for example, to 
investigate war crimes com- 
mitted In internal armed 
conflicts, including those 
between two rebel factions. 
It can also prosecute the 
enlistment of solders 

younger than 15. 

Israel, which had cam- 
paigned for many years for 
the establishment of an 
international criminal court, 
voted against it on the 
advice of its attorney general 
and Benjamin Netanyahu, 
the prime minister. 

It objected to a clause, 
drawn up by Egypt, which 
deemed that a war crime 
included “the transfer, 
directly or indirectly, by the 
occupying power of parts of 
Hs own civilian population 
into the territory it occu- 
pies..." 

Alan Baker, legal adviser 
to tiie Israeli foreign minis- 
try. said the clause was 
“politically motivated" and 
referred to Israel’s settle- 
ment policy. 

B ut diplomats and 
human rights activ- 
ists said three factors 
looked set to weaken the 
authority of the court. 

Hie most important is the 
absence of the US from the 
list t rf signatories. Tbe US 
has a larger number of 
troops serving overseas than 
any other country. 

The US military has long 
been concerned that its per- 
sonnel could fall victim to 
politically-motivated cases 
brought before tbe court. 
Knowing that the creation of 
the court has been of little 
interest to the public at 
home, the US used aggres- 
sive diplomacy to try and 
water down the institution's 
powers. 

Washington’s tough stance 
has surprised its traditional 
allies. “There are so many 
safeguards built into the 


treaty that the chances of a 
US soldier being hauled 
before the court arc minute," 
said Lloyd Axworthy, Cana- 
dian foreign minister. 

But these assurances were 
insufficient for the US which 
battled - and failed - to get 
a written guarantee that no 
soldier could ever appear 
before tbe court without his 
country's permission. 

The second concern - 
mainly expressed by human 
rights groups - is that the 
court will not be able to call 
“travelling dictators". 

The court will only be able 
to prosecute where crimes 
have been committed either 
by a state that bas signed 
the treaty or on the territory 
of a signatory. The fear of 
human rights groups is that 
many prosecutable crimes 
against humanity take place 
within the boundaries or a 
state that will never ratify 
the document anyway. 

The third factor that may 
weaken the court is a seven 
year opt-out clause from the 
war crimes section of the 
treaty. Tbe clause was writ- 
ten into the document to try 
and get the US and France, 
both of whom had reserva- 
tions about the implications 
for their military, to sign up 
at the last minute. 

In the end, the opt-out 
clause was good enough to 
get French support and 
means that soldiers from 
France will be imm une from 
war crimes prosecutions 
until 2006. But the conces- 
sion was not enough to con- 
vince the US. 

“Privately, the US diplo- 
mats here have been telling 
me that they were very 
happy to sign the thing," 
said a senior figure in one 
western delegation. “But 
they were unable to over- 
come the paranoia of the 
Pentagon." 

Additional reporting by 
Judy Dempsey in Jerusalem 
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Internet access. And they want them at an affordable 
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We'll help speed your success. 


Iclccoimmnvtcatioim markets arc (xrn$ acrcyulaleci around tiie world. 
\our competition h alrcaJy positioned to reap the profits. 

riicres a company that can help you pel tkc.re first. 


NORTEL 

NORTHERN TELECOW 


















FINANCIAL TIMES 


MONDAY JULY 2CT 1998 


INTERNATIONAL 


^PREMIERSHIP RACE DIFFERENCE LIES IN DETAIL AS ALL JHREE CANDIDATES CALL FOR FUNDAMENTAL REFORM OF TAX SYSTEM 
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BylftWjfo Sakamoto to Tokyo 

BUI Clinton would have been 
proud of the performance. In 

public television debates 
that will be important in 
determining Japan’s- next 
prime minister, all three 
candidates from the ruling 
Liberal Democratic party 
echoed the US president's 
famous message: that 'it's 
the economy, stupid.” 

It Is a message the US has 
been drumming into Japan 
for months, particularly 
since the Asian currency cri- 
sis raised the spectre of a 
sharp slowdown in the world 
economy, ironically, it has 
taken the departure of Ryu- 
taro Hashimoto as the prime 
minister initiall y hailed by 
western governments as 
Japan’s saviour, to allow the 
message finally to get 
through. 

Keizo Obuchi, Seiroku 
Kajiyama and Junichiro 
Koizumi, who are competing 
to become president of the 
LDP - a ticket to becoming 
prime minister - were abso- 
lutely clear over the week- 
end that their top priority 
would be to get Japan's 
economy back on track. 

Although the three come 
from different backgrounds 
and have different political 
styles, their remedies for 
Japan's woes were predicta- 
bly similar 


All are calling for perma- 
nent tax cuts and flmdaTnpn - 
tal reform of the Japanese 
tax system which is critic- 
ised for being bard on high 
earners. 

They also emphasise the 
importance of dealing with 
hanks' problem loans 
through greater disclosure 
and steps to bring hanks’ 
management to account The 
three also want a fundamen- 
tal review of government 
expenditure and say they 
will push through adminis- 
trative and fiscal reform in 
the long term to fund the 
government's growing defi- 
cit 

“The LDP knows what it 
wants to do and has to do,” 
said John Neuffer, political 
analyst at Mitsui Maxine 
Research In sti t u te. “So there 
is no question that whoever 
becomes prime minis ter, 
there will be major fiscal 
stimulus, there win be tax 
cuts and they win deal with 
the bad loans." 

The differences between 
the three candidates lie more 
in the detail 

Mr Obuchi current foreign 
minis ter, surprised critics 
with his clear programme 
for permanent tax cats of 
Y6,Q00bn ($43bn) and a sup- 
plementary budget worth 
about Y10.000bn. Among the 
three candidates, he has 
been considered the most 




inexperienced in economic 
affair s, but he is the only 
one to announce figures 
with his proposals. 

Mr Obuchi also spelled out 
proposals to cut the highest 
income tax rate from 65 per 
cent to 50 per cent and 
to reduce corporate taxes 
from 45 per cent to 40 per 
cent 

In defiance of his reputa- 
tion as a weak leader, Mr 
Obuchi also called for strict 
disclosure by the Hanks of 
their problem loans, the 
need to bring management 
to account and to deal with 
the problem loan debacle by 
March 2Q0L 

Mr Kajiyama, who has 


written and spoken exten- 
sively about the need to deal 
with the banks' problem 
loans, was less explicit than 
might have been expected. 
He has taken the most - 
aggressive stance on Hasting 
with the problem. However, 
his calls for tax cuts, tax 
reforms and small govern- 
ment remain vague. 

Mr Koizumi, the dark 
horse in the contest, has 
called for bold action on 
administrative reforms to 
reduce government expendi- 
ture and bring the govern- 
ment’s finances back in 
order. 

In order to pay for pro- 
posed tax cuts and bring 


Japan's ff n a n 1 ** nniw con- 
trol Mr Koizumi is propos- 
ing to cut central govern- 
ment rivfi servants by half 
and slashing the number of 
parliamentar ians over the 
next 10 years. 

The question is, whether 
the successful candidate will 
be able actually to Imple- 
ment his proposals. For that, 
it will be important they 
have the barking of influen- 
tial members in the LDP. 

As the leader of the largest 
faction, Mr Obuchi baa tho 
support of the middle ranks 
and influential party elders, 
notably Nobaru Takeshita. a 
former prime minister. 

But if either Mr Kajiyama 


or Mr Koizumi won the race, 
it could, cause disruption to 
LDP harmony since both 
face strong opposition from 
influential groups within, the 
party. 

The unprecedented public 
show of rivalry between the 
three candidates in this 
week’s race for the LDP lead- 
ership could - depending cm 
the outcome - upset a 
smooth handover from Mr 
Hashimoto. 

“The big question is will 
file party be able to kiss and. 
make up,” Mr Neuffer said. 
Tf not, there wffl be dfsarray 
and that, js not good for file 
economy. That is not good 
for Japan or the world. ” 


Mahbub ul-Haq, Pakistani economist, dies 


By Fartm Bokhan in Islamabad 

Mahbub ul-Haq. former 
Pakistani minister and inter- 
nationally renowned devel- 
opment economist, died on 
Thursday in New York at 
the age of 64. He was buried 
yesterday in Islamabad. 

Mr Haq was author of the 
first annual report of the 
United Nations Development 
Programme (UNDP), which 
measured , a country’s devel- 
opment by indicators such 
as life expectancy and health 


standards rather than just 
economic growth. Be spoke 
proudly this year of the 
inspiration which subse- 
quently fed more than 100 
countries around the world 
to produce their own statis- 
tics on h uman development. 

In his native country, he 
lived a simple life, but was 
periodically caught up in 
controversy over his criti- 
cism of foiled economic poli- 
cies. After launching this 
year's human development 
report he said: “My greatest 


frustration has been that 
while it [human develop- 
ment] hag been ta ke r seri- 
ously by many countries. 
Pakistan has not taken it 
seriously.” 

His remarks on Pakistan 
were based on years of expe- 
rience in powerful jobs such 
as the deputy rhajpnan of 
the planning commission, 
p lanning minister and 
finance minister. Before 
returning, to TsiamahwH twq 
years ago, he spent more 
than six years in New York. 


advising the UNDP on its 
policies towards h uman 
development 

While some of Pakistan’s 
most committed leftwing 
politicians denounced his 
flftftiainn to serve as minister 

un der the country's hist mili- 
tary dictator, conservatives 
found his ideas, especially 
his attacks on the landed 
aristocracy, unpalatable. 

But even his critics recog- 
nised his innovative .work- 
NusratAli Shah, a politician 
and landowner, said: “He 


had a fertile and highly cre- 
ative mfntf But because of 
hie hia« towards fo** rural 
classes, he did not realise 
that Pakistan’s economy is 
based entirely on rural out- 
put cotton, wheat, tice and 
sugarcane.” 

It is still early to predict 
the future of the “Human 
Development Center” he 
established near Islamabad’s 
diplomatic enclave. Kbadija, 
Jjis wife, , also an^eamonust 
who co-authored fins year's 
report, is likely to carry on 


her husband’s work. But 
many doubt if the message 
would carry the Mtng influ- 
ence. 

A gov anunant nfficfai who 
worked, with him at the 
ftnanfo ministry said: “The 
strength of his message was 
driven both by its content 
and by the power of his per- 
sonality, the association 
with civil and military 
regimes, and fire domestic as 
welLafi^iihB^.jnignkti 
s ceo&'B’s 
all that , again. 1 


By Jody Dempsey la Jsntsalam 


The Israeli government faces 
a rebellion from one. of Its 
partners today over 
plans by the finance minis- 
try to introduce additional 
monthly payments for medi- 
cal sendees. . 

The pftw, spearheaded by 
Yakkov Neman, finance 
minis ter, envisage raising 
ShkSSOm ($95m) from the 
public' to- meet , part of the 
Sbkr.4bn deficit accumu- 
lated Sy the four health 
insurance fUnds. The govern- . 
meat wffl provide Shk450m 
while the remainder would 
be met by increased effi- 
ciency tn hospitals. 

But. Shas, the Ultra-Ortho- 
dox party, in the coalition, 
said it would vote against 
the plan when the Knesset 
finan ce committee .met 
today. *T[ don’t care if the 
health minister has already 
agreed to the proposals. We 
will block them if we cannot 
make amendments,” said 
Shlomo Benizri, deputy 
health minister and a Shas 
leads. 

Shas. which has 10 seats in 
the Knesset and bolds file 
balance of power in the 
coaliti on erf Benjamin Netan- 
yahu. prime minis ter, has 
decided to take cm the gov- 
ernment because it believes 
the less well-off would be hit 
hardest by the plans. The 
core of the party's support- 
ers axe blue-collar workers 
with large families. “They 
won't be able to meet these 
new payments,” .• said Mr 
Benizri. United Torah Juda- 
ism, fiie other ultra-Ortho- 
dox party in the coalition, • 
yesterday said it might vote 
against the plans as well. 

Under fiie plan, members 
of the health insurance 
funds would pay a monthly 
sum, dete rmine d by the 
funds. Tim maximum would 
be Bhk55 per family. Fur- 
thermore, famfiiea seeking 
treatment from specialists or 
out-patient departments - 
would pay a maximum of 
Shklfip a quarter, although 
those on very low incomes 
would be. exempt from mmp 

scrTptloh -drugs would 
increase some 30 per cent. 


Negotiator aim 
to break peace 
talks deadlock 

Senior IsraaD and Ptiastfriian 

negotiators met last night In an 
attempt to bzeak a 16-mortfi 
deadlock to foa Middle East 
. peace tafles. Judy Damp a ny . 
writes. 

The moo t in g between Yitzhak 
Mordedutf, braeff defence. . 
mWstar. and Mahmoud Abbas, 
also known as Abu Mann, was 
the first high-level contact since 
March 1997 when Israel started 
biikflng a new Jewish 
settlement at Her Home breast 
Jerusalem. 

The agenda focused on e US 
proposal recommending that 
terual handover 13.1 percent 
of West Bank land to the 
Palestinians in a combined first 
and. second Israeli troop 
redeployment Yassir Arafat, 
president of the F’atastirran 
Authority, has accepted the 
proposals , but Israel wants to 
hand over about 10 per cent, 
hokting tha remainder (n a 
special category that woLrid . 
aRow It to retain It* security. . . 

The atmosphere was maned 
by a carwtsch Haw up near the 
centre of Jerusalem. PoBce add 
If was a car bomb with huge 
amounts of chemicals.- It was 
the first a t temp ted bomhfag in 
the city since last summer whw> 
28 people were kDtedtn two 
suidde bomb attacks. 


The new payments are in 
addition to health insurance 
fee paid by employees, which 
amount to 4.8 per cent of 
taxable Income, or up to a 
ceiling of $900 a month. 
.Employers, however,, do not 
contribute to the health. 
fUnds. Their contribution 
was scrapped in 1994 to 
reduce labour costs and com- 
pensate employers for elite. 
in government subsidies far 
employment. 

Mr. Neexnan baa insisted „ 
the new payments are “not a 
tax but a payment for ser- 
vices”, saying that “the 
health funds are in a bad 
the 

res dealt 

with". 
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CODELCO 

MEJILLONESPORT COMPLEX 


DEVELOPMENT OF NKW COMMERCIAL FOnr 
IN THE BAY OF MEJILLONES, CHILE 

INVITATION TO PREQUALIFY 


In ftmhcrancc of Chilean Govensneis Policy to promote flic 
development by private sector investment of a n 
commercial port in the bay of McpLooes (the MepBoses 
Port Complex), Comptejo Portuario MejiOones S.A. (CM), 
t wholly owned xubadiiry of Codefco Cldc, invites 
inte r ested inveaora/port operator companies to paitnpetc 
In a competitive tender for' Tenuioal l of die MepDones Port 
Complex. 

Iw cren mvenon/pott operator companies axe invited to 
write to CPM’s offices at the address below for the 
invitation to Prequalify and the Infonnatku Memorandum. 
It is expected that instructions to Bidders will be available in 

Inly. 


Complejo Portuario MepQones SA, 
Narva York 9, piso 18 
Santiago, dole 
Tel: (56-2) 590-3850 
Pax: (56-2)690-3851 

E-mail: epmsa@stgo-cod&fco.c] 




CHINESE TELECOMMUNICATIONS STATE- RUN COMPET IT OR ALL OWED IQ STAffoBU &fpS TIANJIN 


Telecoms 


By Jamas Kjnge fa Beqtag 



China’s dominant state 
telecommunications com- 
pany, China Telecom, suf- 
fered the first breach of its 
nationwide fixed line monop- 
oly at file weekend after a 
state-run competitor was 
allowed to start business iri 
the coastal city of Tianjin. 

The decision to grant Uni- 
com, the second state opera- 
tor, interconnection to China 
Telecom’s network in Tian- 


jin brought to an ehd more 
than a year of official resis- 
tance and delay. 

The interconnection 
means that customers of 
Unicorn's relatively meagre 
50,000-hne network may call 
within the city or beyond it 
using lines belonging to 
China Telecom. 

Xinhua, the official Chi- 
nese news agency, hailed the 
move as the “beginning of 
the end of the monopolistic 
situation" in fixed line tele- 


coms. But it was unlikely 
that foreign companies 
would be granted permission 
to operate networks for 
several years yet, analysts 
said. 

. In spite <rfa ban on foreign 
companies operating any 
form of telecoms service in 
China, two foreign compa- 
nies were set to derive reve- 
nue indirectly from Uni- 
corn's new business. 

Sprint, the US telecoms 
operator, and Sumitomo 


Carp of J ap an putfqi capital 
to roll out Unicornis network 
in Tianjin through a local 
subsidiary. They woe expec- 
ted to be allocated a foare erf 
the network’s opexatimfrev' 
enue, company executives 
said. * . - '-.-'w , 

Signs of competition are. 
already evident. Unicom was 
offering installation .*am 
RMB805 ($97) compared to 
China TeIecom ? s RMB3.7O0 
standard fee. But, according 
to local television reports, 


countered by 
offering cheats a discount on 
Installation as long as they 
LUBdertoek not to-use “other 
^'Operaters^. . _ .■ 
/•■Thfr.^arfial breach of 
‘Obina Telec^n's fixed line 
monopoly was one erf the 
first .tangible fruits of the 
reorganisation of China's 
announced in 



new telecoms minis- 
try, the ministry of informa- 
tion industry (MU), is an 


amalgamation of the for- 
merly rival ministries of 
posts and telecommunica- 
tions (MPT), electronic 
industry (MED, and puts of 
the ministry of radio, film 
and television: 

The merger reduced com- 
petition between the MPT, 
which was China Telecom's 
parent organisation,' and the j 
MET. one of Unicorn’s m«m 1 
shareholders, analysts said. 

The MU controls both com- 
panies. . ■ ■ - 


Zhu Rongji turns 
from trailblazer 
into firefighter 

The Chinese premier’s mission to reform 
state enterprises has fallen prey to 
short-term problems, writes James Kynge 


. ».**. 


W hen Zhu Rongji 
assumed China's pre- 
miership in March, he 
pledged to blase his trail no 
matter if “a minefield or an 
abyss" lay ahead. 

But just five months on. 
his mission to reform Chi- 
na’s creaking state-owned 
enterprises and indebted 
state banks is being eclipsed 
by the need to deal with 
multiple eruptions of more 
Immediate problems. 

The government has 
become a fire brigade,” says 
one Chinese commentator. A 
ministry offi cial puts it dif- 
ferently: “Mr Zhu knows 
that in China you cannot 
sacrifice short-term stability 
for long-term goals.” 

Threats to stability have 

wimp mainly fr om hatlnm - 
lug unemployment and the 
stress that slowing e con o mic 

growth is imposing on hun- 
dreds of ill-regulated, non- 
bank financial institutions 
in many regions. 

China announced last 
week that gross domestic 
product growth .had slowed 
to 7 per cent in foe first half 
of 1998, throwing- into doubt 
the 8 per cent growth target 
which is Mr Zhu’s central 
policy promise for this year. ; 

Last year, .gross domestic ~ 
product dbnbed &8 per cent 


but slipped back in the first 
quarter of this year to 7.2 per 
cent. 

Another fire in need of 
dousing Is the rampant 
sm u g gli ng of imparts which, 
foe gove rnme nt has admit- 
ted, Is - being perpetrated 
partly by people in the Com- 
munist . party and the 
People’s Liberation Army. 

Evidence erf a slowdown in 
the reforms to more than : 
300,000 state-owned compa- 
nies came in a decree earlier 
this mouth which banned 
the. “random” sale of small 
state enterprises. 

Officials say the restruct- 
uring of large and medium- 
sized corporations has also 
been delayed, mainly 
because erf concern that the 
faltering economy was- fail- 
ing to create enough jobs for 
ranks of restive laid-off 
workers: 

Economists say delayed, 
enterprise reform - which in 
effect means dower privati- 
sation - will prolong indus- 
trial inefficiency and the 
wasteful allocation of bank 
loans. Statistics show the 
private sector has become 
the main angtwe of growth; 
whereas sales by foe state 
sector fell 5.S per cent to 
SMB3fllbh (J36bn).m the 
first halt those from private . 

- r, 



companies climbed 15 -per 
cent to BMB504bn against 
foe same period a year ago. 
The po s tpo n ement ' of 
reforms may also hamper 
China’s ability to open its ’ 
markets to foreign competi- 
tion, and therefore, cebapro- 
mhu» flaln eg o tiationS to — »fa ** 
the World , Trade Organisa- 
tion (WTO). ' - ■ 

A trade, official says: “I 
can't see much, hope for 
WTO entry this century, 
unless foe .US and Europe 
are willing to concede.” . 

While it is deal' that enter- 
prise re ft am has slowed, foe ; 
situation on- ; financial 
restructuring is^iuore.- com- 
plicated. Authorities are 
moving with relative speed 
to rationalise a non-bank 
fi nancial sector whfch/ in 
some parts erf the country, is 
riddled with bad dcibts.' - 
A. financial meltdown in / 
progress on 'the .Traccaneer- 


ing isiand of Hainan,. off -foe 
south-west, coast,, represents 
an e#tea*e eXampte rtf what 
can happen when regulation 
among grassroots financial 
institutions — erf which that: . 
are hundreds, perhaps thou- 
sands, across China - breaks 
down. 

About 80iocal credit co-op- 
er ati ves which offered Ole- - 
gaily high deposit rates were 
dosed earlier this year -and 
taken over- by the .Hainan 
Dev elopm ent Bank (HDB). 
The HDB then cpflapsed fast 
month under foe- weight of 
had debts ft 1 fnfwrited -from 
the- cooperatives or ganer- 
afeditselt' 

. Several other non-bank 
financial institutions . in 
Hainan, such as -fetenut- 
tionaj. trust and investmarf 
co mpanl B B (ESC Sfl>ate also 
ijz-.de^tro^de; IxtSiESiCai- 
foe Mandsay.. - ' 7V ‘ 
crfalocalroal 


unimpressive returns on 
mfraslructure investments 
; and the slowing of the 
broader eco nom y is at the 
root of their problems, the 
bankers add. 

“Zhu Rongji needs to keep 
the economy at around 8 pa 
emit Jiist to to stop att bf the 
finaxm ia l problems cnmiwy 
into foe .open," says Jiang 
Jfan, investment manager at 
Fudao. Investment fund in 
Hainan. 

But 8 per cerrf may. prove" 
elusive. . Economists say 
there are no ready solutions 
to pq rhaps the most pressing 
VrdOan: flagging consumer 
spending in a rural economy 
Of 90fen people who buy 40 
pc cent-of consumer sates. 
Spending is befog depressed 
by d eclining fann wages and 
plunging produce prices 
Much derive from an agri- 
cultural glut 

- Urban consumer spending. 


- which has baen irit partly by - 
job insecurity aa enterprises 
are restrurtiued; ^ also vex- - 
fog Mr Zfru's government 
The response - bna partly 
been, to boost fafr agtructute 
spending by 15 per cant in 
the first halL compared to TO' 
per cent in foe whole of last' 
yew. 

The sale of state i pnutn g, 
which has also been, delayed, - 
has been, id entifi ed . as 
another growth engine. . 
Unfortunately. It has yet to 
start roaring: - — • 
Economists mid officials - 
say that if flhhM 'ii - W ^inmy ' 
fails to recover and esports 
continue to . slow signifi* 
canUy. then a debate over 
whether to devalue foe ren- 
minbi currency may rosUr* 
face. *Tf foe yen was to . go 
tiowm by « lot more, , thaw " 
would certainly be mare - 
pressure- for devaluation,” .— 
says one economic crffioaL- - 
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?j*!^L?y?.?^ ASE p 0R NEEDY COUNTRIES 


Clinton aims 


to push up 
farm prices 


By Nancy Dome in WastAsg&n 
and Nikki Tatt in Chicago 


President Bill Clinton has 
ordered a government pur- 
chase of 80m bushels of US 
wheat for distribution to 
need; countries and to raise 
farm prices ahead of con- 
gressional elections in the 
autumn. 

The agriculture depart- 
ment estimates that the 
$&50tn purchase will raise 
prices by 13 cents a bushel 
The acquisition may be fol- 
lowed by procurement for 
other surplus commodities, 
according to Dan dickman, 
the agriculture secretary. 

Five countries have- been 
targeted for the wheat sup- 


When there is an 
election for the 
House of 
Representatives, 
the farm lobby 
wields its clout 


plies: North Korea, Indon- 
esia, Sudan, Eritrea and 
Ethiopia. 

Of all the uncertainties In 
US farming - the weather, 
prices, crop condltians, mar- 
ket dwnnand - there is one 
constant Every even num- 
bered year, when there is an 
election for the House of 
Representatives, the farm 
lobby wields its clout. 

This year is no exception. 
Democrats have only a long 
shot at recapturing a major- 
ity in the House, but they 
need to gain only ll seats to 
do it There are four Repub- 
lican seats in the Northern 
Plains states - North and 
South Dakota, Minnesota 
and Montana - where dis- 
ease and bad weather have 
taken a ton There have been 
bankruptcies also in Texas, 


Washington. Idaho and Ore- 
gon. This ha« pushed farm 
policy to fhe top of the 
agenda of both Republicans 
and Democrats. Congress 
this week voted to exempt 
form sales from US sanc- 
tions imposed on India and 
Pakistan for nuclear testing. 
This resulted in an immedi- 
ate 300,000 tonne procure- 
ment by Pakistan. 

In his weekly radio 
address on Saturday. Mr 
Clinton urged Congress to 
reverse the 2996 Farm bill, 
which phased out production 
subsidies, and to boost OS 
markets by paying US 
"dues" to the International 
Monetary Fund. 

Republicans are resisting a 
return to higher subsidies 
but have offered a bill which 
would allow formers to col- 
lect the payments which 
they still get in October - a 
month before the elections. 

The administration’s move 
to buy 80m bushels of wheat 
comes amid widespread 
expectations that 2998 will 
be a tougher year for the US 
agricultural economy. Most 
grain-farmers have seen 
prices dip because of strong 
global production, and also 
some weakening of demand 
in the face of Asia’s prob- 
lems. Farm cash income in 
the US is already forecast to 
drop by about 7 per cent 
from 199Ts record $56bn, 
and there are suggestions 
that this could be an under- 
estimation. 

More generally, the US 
Department of Agriculture is 
forecasting another record 
soyabean crop, while maize 
production will probably be 
close to its 1994-95 peak. 
Overall, the “all crop" price 
index was down by about 21 
per cent year on year in 
June. September wheat 
futures, meanwhile, closed 
at just under $2.74 oh Friday 
at the Chicago Board of 
Trade - less than half the 
levels reached during 1996*5 
short-lived upward spike. 


Final pieces of US economy 


puzzle set to fall into place 


Fresh GDP data and Greenspan’s testimony should give some 
clues on economic prospects, reports Gerard Baker 


O ver the next two weeks, 
financial markets will 
start to get a clearer 
picture of the state of the US 
economy at the half-way 
point of 1938. 

Tomorrow and Wednes- 
day. all eyes win be on Alan 
Greenspan, chairman of the 
Federal Reserve, as he gives 
bis semi-annual Humphrey- 
Hawkins testimony on eco- 
nomic conditions and pros- 
pects for monetary policy. 

And next week, the final 
pieces of the puzzle of what 
has been happening to the 
economy so for this year will 
fall Into place with the publi- 
cation of the gross domestic 
product figures for the sec- 
ond quarter. 

The clear message that 
will emerge, both from Mr 
Greenspan's testimony and 
from the economic data, will 
be that the US economy, 
which has been breaking 
speed records for the last 
two years, suddenly ground 
to a halt this spring. 

In the first three months 
of 1998, GDP expanded at an 
annual rate of 5.4 per emit a 
little foster than, but gener- 
ally in line with, the remark- 
ably robust performance 
since 1996. But the signs are 
that in the three months to 
June, output, at best, slowed 


to a crawl, increasing at an 
amrn.il rate of perhaps 0-1 
per cent Many economists 
believe that the economy 
may have contracted slightly 
in the three months to June, 
which would make it the 
first quarter of negative 
growth since the recession of 
1991. 

The news may come as a 
shock to a nation used to 
enjoying the idea that eco- 
nomic conditions have never 
been better. And it would 
strengthen the hand of those 
economists who have argued 
the Fed does not need to 
raise interest rates any time 
soon since the economy is 
slowing of its own accord. It 
would embolden those call- 
ing on Mr Greenspan to cut 
rates. 

But has the stuffing really 
been knocked out of the US 
in the space of three 
months? 

To some economists, the 
weakness of the US in the 
second quarter is firm proof 
the Asian crisis has now hit 
the heartland hard. With 
matters in Asia likely to get 
worse before they get better, 
they say, US prospects also 
look bleak. 

It is true that a big 
increase in Imports and 
weakness in exports 


depressed domestic produc- 
tion - perhaps knocking as 
much as 2.5 percentage 
points off GDP growth. 

But two other factors 
played significant roles in 
the second quarter crunch: 

• Destocking. Companies 
had built up huge invento- 
ries in the first quarter of 
the year, as they produced 
more than consumers could 
buy. In the second quarter 
came the payback. Inventory 
growth was sharply slower 
than in the first quarter and 
overall, economists estimate, 
trimmed a full 3 percentage 
points of GDP growth. 

• The General Motors 
strike. Industrial action 
hammered factory output In 
June alone, industrial pro- 
duction fell by 0.6 per emit 
Overall the strike will have 
taken probably about 1 per- 
centage point off GDP 
growth. 

The largely unintended 
inventory build-up in the 
first quarter means that in 
effect the economy “bor- 
rowed" some production in 
the first part of the year 
from the second quarter. 

' Smoothing out the growth 
over the first half of the 
year, and stripping out the 
effect of the GM strike - a 
temporary restraining factor 



Greenspan: Asian effect has slowed pace of economy 


AP 


- gives an overall picture of 
an economy growing In the 
first half of 1998 at an 
annual rate of about 2^-3 per 
cent 

That suggests that, so far 
at least the sanguine assess- 
ments of many policy- 
makers, Including the Fed's 
economists, at the start of 
the year may turn out to be 
right The Aslan effect has 
slowed the economy from an 
unsustainable rate at the 
end of last year - over 4 per 
cent - to a more moderate 
pace, only just above tradi- 
tional estimates of the poten- 
tial rate. 

But can this benign state 
continue? In the first half of 
the year, domestic demand 
grew at a frenetic 5 per cent 
annual rate. The hit from 
the trade account proved 
enough to ensure a more 
moderate pace of overall 
growth. But will this bal- 
anced contest now be deci- 
sively resolved one way or 
the other? 

The conditions that have 


underpinned domestic 
demand - strong earnings 
growth in tight labour mar- 
kets. surging stock market 
prices, stable consumer 
prices and low interest rates 
- are still in place. 

But equally, the threat 
from the external sector 
remains as strung as ever. 
Since trade usually responds 
to economic developments 
on a reasonably long time 
lag - six to nine months on 
average, the probability is 
that Asia and its ramifica- 
tions will continue to lake 
large chunks out of domestic 
output growth. 

The result will probably be 
several mare months of the 
recent benign but highly 
unstable combination of a 
roaring market at home and 
collapsing markets overseas. 
The worrying part for Mr 
Greenspan and others is: it 
would take only a slight 
change on either side of the 
equation to knock the 
mighty US economy off 
track. 


Utilities suffer setback in California 


By C hri stopher Parkes 
in Los Angeles 


A consumer campaign to 
nullify key provisions of Cal- 
ifornia's electricity deregu- 
lation law was given a lift 
last week when a court 
rejected a blocking lawsuit 
backed by the state's biggest 
utilities. 

Power companies, in a 
coalition with other industry 
groups, had asked the Calif- 
ornia Supreme Court to 
strike the reform proposals 
in Proposition 9 from a bal- 
lot due in early November. 

If other legal remedies fail. 


utilities including subsid- 
iaries of Edison Interna- 
tional. PG&E and San Diego 
Gas & Electric are expected 
to become embroiled in a 
costly advertising battle 
against the proposition's 
backers as the election 
approaches. 

If the initiative is 
approved, it could severely 
disrupt other states’ utility 
deregulation plans, most of 
which are based on the Cali- 
fornian pattern, and cost 
power companies billions of 
dollars In write-offs. 

PG&E, the state's biggest 
utility, said last week that a 


“yes" vote would cost it 
about $3bn, while Edison 
claimed it would have to 
write down $L9tm. 

The proposition, drawn up 
by consumer groups based in 
San Francisco and Los 
Angeles, would scrap sur- 
charges on electricity bills 
earmarked to reimburse the 
so-called “stranded 1 ’ invest- 
ments tied up in the utilities’ 
nuclear plants and other 
uneconomic facilities. 

It would also impose an 
across the board reduction of 
20 per cent in electricity 
charges in place of the 10 per 
cent cut, which took effect 


last January as part of the 
deregulation process. 

Utilities lobbied hard for 
the recovery of stranded 
costs to be included in the 
state legislation, which was 
approved in 1996 and 
enacted after delays at the 
end of March. 

Out of state power retail- 
ers trying to break into the 
$20bn a year Californian 
market have also objected to 
this concession, complaining 
it gives established players 
an unfair advantage. 

Californians Against Util- 
ity Taxes, one of the groups 
backing the campaign. 


claimed the court decision 
“validated" Proposition 9 “as 
exactly the type of citizen 
revolt the founders of the 
initiative process intended." 

It has denounced the 
stranded costs recovery 
charge, estimated at $28bn 
over four years, as a hidden 
tax to recoup the utilities' 
past bad Investments and 
mismanagement. 

Although the consumer 
campaign is poorly funded 
and depends heavily on vol- 
unteers. it had little diffi- 
culty collecting more than 
500,000 signatures necessary 
for the November ballot 


US states 


narrow 

Microsoft 


charges 


By Louise Ketoe 

m San frandsco 


State prosecutors have 
narrowed their antitrust 
charges against Microsoft, 
dropping claims that the 
software industry leader 
forced PC manufacturers to 
choose its office applications 
programmes over those of 
competitors. 

The states' lawsuit, which 
has already been combined 
with Justice Department 
charges against Microsoft, is 
scheduled to go to trial in 
September. 

As originally drafted in 
May. the case filed by 20 
states and the District of 
Columbia included issues 
not addressed in the Justice 
Department lawsuit. Late on 
Friday, the state prosecutors 
dropped claims relating to 
Microsoft's “Office" suite of 
programmes which includes 
word processing, spread- 
sheet and other applications. 

The revised complaint also 
left out charges that Micro- 
soft was tying sales of its 
e-mail program. “Outlook 
Express", to the Windows 
operating system, in alleged 
violation of antitrust Ian's. 

Dennis Vacco, attorney 
general for the state of New 
York and one of the lead 
prosecutors, said the com- 
plaint against Microsoft had 
been “tightened" to enable 
the states to devote their full 
resources to the trial. 

In both the states' and Jus- 
tice Department's com- 
plaints, Microsoft is alleged 
to have used anticompetitive 
tactics and forced PC manu- 
facturers to install the com- 
pany’s web browser pro- 
gramme on their machines 
as a condition of licensing 
Microsoft Windows, the most 
widely used PC operating 
system software. 

Microsoft said it was 
pleased the states had with- 
drawn "groundless allega- 
tions". The move came on 
the heels of an appeals court 
victory, which overturned an 
order forcing Microsoft to 
offer a version of Windows 
with the web browser pro- 
gramme effectively removed. 


12 heads are better than one 


You have one brain, one pair of eyes and ears, and one day at a time. Your business has many facets, all of which are competing 
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How can you be sure that each and every aspect of your business is working together? That you are in the best position to exploit opportunities 
as they arise in the ever-changing market place? The only solution is a comprehensive audit of your entire business. 


The Portfolio of Company Audits, from Financial Times Management provides that solution. Twelve individual process 
audits, with an overall guide to integrate the results into a single, strategic picture. 


This unique self-assessment guide has been written by twelve of the world's foremost experts, working with some of 
the leading management consultancies, such as: Andersen Consulting, Arthur D Little, Cnmfield, 

PA Consulting, WoHf-Ofins, Novations Group, AT Kearney, American Productivity and Quality Centre, 
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The Portfolio provides an objective, dispassionate framework within which 
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Twelve individual audits, with one single outcome - a comprehensive review 
of your entire business. So you will know where to locus your attention for 
the future. Order it today. 
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fefaBpM Y CHANCELLOR OF THE EXCHEQ UER REJECTS DEMA ND FO R PUB LIC SPENDING TO HEAD OFF RECESSION ' 

Minister rebuffs union jobs cull 


By Liam HalBgan, Andrew 

Brtger and Sim on Kuper 

Gordon Brown, the chan- 
cellar of the exchequer, 
last night gave "short shrift" 
to trade union calls for pub- 
lic spending increases to cre- 
ate Jobs and head off reces- 
sion. 

Mr Brown, who today 
meets John Monks, general 
secretary of the Trades 
Union Congress, also under- 
lined his Intention to keep a 
tight grip on public sector 
pay following the E40bn 
($6Sbn) health and education 
spending increase 
announced last week. 

"Some say we should relax 
our discipline and some even 
call for more money to be 
injected into the economy 
this year by additional pub- 
lic spending - this would not 
be responsible economics." 
he told a meeting of Labour 
activists in London. 

Union leaders will this 
morning present Mr Brown 
with a document calling for 
a £3bn spending programme 
to promote employment, sug- 
gesting the chancellor's fis- 
cal tightening risked sending 
the economy into "outright 
recession". But a Treasury 
source said: "Union requests 
to pump money into the 
economy have received short 
shrift - this is a New Labour 
government not an old 
Labour one." 

In an indication of discon- 
tent across the TUC, the 
Amalgamated Engineering 
and Electrical Union, which 



Gordon Brown: extra public apontfng to boost Jobs “would not be responsible economics” 


has 725,000 members, indi- 
cated it would withdraw Elm 
in party donations. “Our 
patience has snapped," the 
unio n said. "This is just the 
beginning, and we expect 
many other TUC members to 
follow our example to empty 
Labour's coffers." 

An A£EU official said the 
union was "pleased" to give 
Labour "a bloody nose" at a 
time when senior party fig- 
ures continued to press for a 


severing of Labour’s union 
Hwfcn 

Amid union leaders’ con- 
cerns that public sector pay 
increases - pegged at 
between 1L5 and 3 per cent a 
year - are only half those in 
the private sector, Mr Brown 
insisted new money avail- 
able for public services 
would come with strings 
attached. 

The resources announced 
in last week's comprehen- 


sive spending review would 
only be made available "in 
return for results in meeting 
targets for Improved effi- 
ciency and standards", he 
said. 

Mr Brown's call for "con- 
tinued As**?! tightening" fol- 
lowed a warning of economic 
slowdown from Adair 
Turner, director-general of 
the Confederation of British 
Industry, the employers" 
body. "The economy is now 


overall beginning to slow at 
a quite rapid . pace,” Mr 
Turner told GMTVs Sunday 
programme, indicating that 
exports and manufacturing 
had "deteriorated signifi- 
cantly” in recent months. : 

But the CBI was "cau- 
tiously optimistic" that the 
economy would not more 
into recession, with Mr 
Turner saying "a dramatic 
rise” in joblessness was 
unlikely. 


Costs leave fund managers ‘open to losses 9 


By Jane Martinson, 
inve stm e nt C or respondent 

Higher wage bills and 
technology costs could 
make one in five fund 
managers vulnerable to 
a market downturn, accord- 
ing to a survey of the indus- 
try. 

PriceWaterbouseCoopers, 
the accounting firm, says 
fund management compa- 
nies in the UK have failed 
to follow other industries 
by improving productivity. 

Profits at the 33 firms in 


the annual survey, with 
assets of £720bn (Jl.lSSbn), 
failed to match revenue 
growth. PWC estimates that 
one in five fund managers 
would record losses if stock 
markets fell an average 10 
per cent. 

Graham Wright, a partner 
at the firm, said: “There is 
real complacency. They feel 
that they don’t need to con- 
trol costs because they are 
still making money.” 

Fund manager revenues 
climb with the stock market 
aa fees are generally based 


on funds under manage- 
ment Mr Wright argues that 
costs should not rise In line 
with revenues because of the 
scale economies of fund 
management "It should not 
cost much more to manage 
£25bn than it does to manage 
Eaobn," he said. 

The report suggests that 
1997 costs could become 
"unsustainable". Over the 
last five years PWC esti- 
mates that costs in the 
Industry have risen by a 
compound annual rate of 
8 per cent, almost twice 


the rate of inflation. 
A significant part of 
the increase was salaries 
with a compound annual 
growth rate of 15^ per cent 
This was due to additional 
staffing as well as higher 
salaries. 

Mr Wright rejects the 
argument that wage costs 
have become more flexible 
with the introduction of 
performance-related fees. 
"People say that bonuses 
and salaries are flexible 
costa but they are 
not because of the 


fear that people will 
leave if their wage is cot," 
he said. 

The cost of -preparing 
computer systems to deal 
with the year 2000 and the 
single currency has helped 
increase technology expendi- 
ture by 83 per cent in the 
year. Spending in the first 
six months of this year is up 
45 per cant 

Increased marketing costs 
were also blamed for the 
impact on profitability with 
companies spending more on 
marketing and sales. 
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insurers 
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to exclude 
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bomb 


By OafstopberMnic, 
tasoraora Gomaptmdaat . .. 

Insurance claim? for 
travellers who - are- killed 
or suffer personal injury,' 

disr u ption or 'delays ’because 

-of the "mDlenniuin h nww 

may be excluded ; by dances , 

that Insurers are ta begin 
writing Into travel pqKcLkl 

The latest srtapa by the 
insurance industry,- which 
has already moved to- limit 
its exposure to pbssfideySs- 
ruption to businesses by the 
.“ rniHpmiTiiTrt bomb", have 
provoked protests from; the 
travel sector. - : ' 

The ’" mfllemdum hronV 1 b 
a legacy from the early days 
of computing, when years 
were stored as- two. digits 
rather than four. Asa : result, 
many machines will ' .'be 
unable te distinguish 
between 1900 and 9000, with 
potentially disastrous conse- 
quences. ; 

CGU. the UK'S; biggest 
Composite, insurance- group 
and a large travel under- 
writer is to exclude claims 
made for policyholders who 
sutler personal injury or die 
from accidents related to the 
mfflsnhium prohlem. 

Gary Andrews, general 
manager of Travelers’ Insur- 
ance Association, the 
group's travel arm, has been 
leading industry efforts to 
arrive at a common stance. 
He raid that many insurers 
would act to limit coverage. 
This action.-, would - vary 
between companies. 

Insurers could also 
exclude travellers’ claims 
made because of delayed 
flights and lost- baggage. But 
they are fikely. to meet pay- 
outs for medical expenses 
cover. 

The travel industry and 
consumer groups, attacked 
the plans, saying they were 
unacceptable. Keith BettOn, 
Of the Ansnriatiroi of British 
Travel Agents, said: ~We 
would accept without , ques- 
tion insurers might want to 
exdude liability for things 
like delays, but not fix- per- 
sonal accident." . 
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TRADE FUTURES 
ON THE INTERNET 
caasn 



By Charles Batchelor 
and Liam Haffigan 

John Prescott, the deputy 
prime minister, has won 
the backing of Gordon 
Brown, the chancellor, to 
fund transport improve- 
ments with money raised 
from road and parking 
charges expected to be 
announced in the govern- 
ment's transport white paper 
out today. 

Mr Brown has agreed to 
accept high hypothecation - 
the ring-fencing of revenues 
for spending In tile hector 
where they were generated - 
Mr Prescott said in & televi- 
sion interview yesterday- He 
added: "The Treasury has 
assured me that any money 
which we raise from these 
new incomes will now be . 
channell ed directly to trans- 
port policies-” 

This will be the first time 
that funds have been set 
aside in this way on suth a 
scale. The new. charges will 
begin to provide funds from 
2000-2001: They are expected 
to raise about Elbn ($L£5bn) 
a year from 2005-2006. 

However, Mr Prescott will 
not be able to use any 
money raised by existing 
taxes, such as recent 
increases rn fiiel duty. 

Today’s white paper is 


expected to include a charge 
on businesses that provide 
off-street workplace parking 
spaces, although an earlier 
proposal to include super- 
markets and out-of-town 
shopping centres has been, 
dropped. ' 

A total of 6m employees 
would be affected by tins 
measure which could raise 
an average of £150 for each 
parking space when it is 
introduced. A charge of £500 
on the 600,000 parking spaces 
in London would raise about 
£20Qm a year even if 30 per 
cent were converted to other 
uses. 

The. white paper Is also 
expected to ' include propos- 
als for legislation allowing 
local authorities to impose 
congestion '• charges on 
motorists driving into city 
centres. It will contain pro- 
posals' for traffic Safety 
improveiUjtaU hear schools to 
persuade more parents to 
allow their children to walk 
or cycte to school. 

There win be proposals for 
a s tr a te gic rail' authority 
intended to allow better 
planning of rail improve- 
ments. Regulation of railway 
. companies will be stream- 
lined White awhUHnmil funds 
are expected to go to encour- 
age more freight to be 
moved by rafi and water. 
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RafiohaKsation cuts 200 jobs 

The Bank' of England js set to lose more toan. 200 jobsever 
the nexttwo years following estabBshm«Tt pf the ' 
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Rebels' law suit could collapse 

-Lloyd's of Lohdqn. the insurance market, reacted cautiously 
-ye^wday to report® tfiattegaf action befog taken against It 
-rebel Names.- irrclvkiuate: whose assets trac^Uonatiy under- 
write the market - could collapse. A tioyd'a official arid he 
was aw»e of an apparent feflixe by the rebels to meet a 
court order to fveiVietei Mentftfes cfthekfinanctel backers in 
thrtr fraud case agatost the niarkeL He ^ said Llaydiwoiad 
refrain from comment until It was fiilTy'infdiTned on whether 
the rebels had produced the names by last week’s deadline. 
Lloyds is demanding 2,000 Names pay about £1 30m . towards 
the market rescuelplan. The Names suing Lkjyds aUege the 
market felled to lnform them adequately about potarrtial febfll- 
ties on rabestoste polldes- .Halg SBnortan . 

EMPLOYMENT 

— 

Child labour laws ‘outdated’ 

The government is teUng^ Mo pKAjKtdtMiw} 

IfigtslatforiL on child am ptoym^fe-bureaucretiq and outdsrtad, 
accorcRng to a study published ^tocfc^b^^e£toe (J Ctifl*Bh 
end the phM^ffoverty Actlon, Group:rDw »^ply‘ says work can 
be positive for chOdran, but prote^oalis'tUBde dWficxdt by , 
regulations that taH to tfve a true ptobim pdhe .nature of child 
errpk^rtierTt and the aidant of 


INDEPENDBIT BROADCASTBIS 


Regulation 


The government fraflcatetrtsweelcTt'wants to relax regu- 
lation of the fTV rework and coukf evbntuafly remove the 


rafigioud and •chfldran's programmesC^Chris Smith, the culture 
seeretery/is to.^ suggest tomorrow that strict programing ng 
raquirBrrieritft oh UV are beconwig anomalous ^s cable and 
sateffite networks taunc^i rfigital services that can cany many 
competing channels. John Gapperand Catty Nasirman 


Di GITAL TELEVISION ‘ V 

Terrestrials 1o win most viewers' 


Terrestrial television groups wffl beat the cable operators and 
British Sky Broadcasting, the sateKte company, in the battle 
for subsertoers to digital services,' accorrfing to research pub- 
fehod this week. By 2003, 2Jkn UK homea wfU pay for digital 
terrestrial TV, the report from Confinental Research, the medta 
research company, saysi Digital cable wDLbe second, adding 
2.6m d^tal subscribers to its 1.9m analogue customers by 
2003, ther report says. It predicts by 2003 Prty 2m households 
wffl take digital TV via a cfeh. Cathy ^Newman 


RETAILING ;/ • /• .- 

Stores move on Eiiro court ban 

The UK^t leading supemrariota groups are understood to be - 
meeting Nigel GrifHhs, competition and consumer affairs rrtn- ' 
fetor, :tollowing a European court ban on thasde of cut-price 
designer goods. The mBhg bans retdlera from buying prodr 
acts outside toe European Union -for resale in Europe unless 
the brand owner approvesrPeggy Hofflnger ~ - 


RECESSION 


Fewer job losses exp^ted 

Most UK companies befieve the next recession wffl be shal- 
fovrw, with fawar job losses than In the recesston^f the early 
1990s, according to Office Angels, the recnitment consul- - 
fancy, fts survey of 100 btue-<^fo companies found 87 per-* 
cent of empli^ers said business confidme had fiallm and a 
recession was immin en t . Anttww Botger 


TENFORE 


DEVOLUTION HIGH NET-WORTH PEOPLE -MUST BE -ATTRACTED' 


for rTTorr info and FREE ck-itto ciw: tail: 

+44 (0)171 405 1004 


Call for cut in Scots’ tax rates 





£14 

WITH FUTURES TKADIMa 
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fwF Rfcil-limr ojuilit*. Ltun-s. o[<rons 
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By AmkowParker, ' 

PoNttcal C m respondeat : - 

The higher rate- of income 
tax should beaboMshed in 
Scotiand,.a]0ng with inheri- 
tance tax and capital gains 

tax, as part of the devolution 

settlement, according to -a 
reportpubEshed iodajf.' - 
BillJaniieson, a>Sccrts^om 
economist,, says iacomfr tax 
nods to. be lower in Scot- 
land for the courdiy topros- 
per in. the global economy,. 
Be argues in a pamphlet 
pubHsbed by the Centra for 


encourage wealth accumula- 
tion by them, encourage an 
influx of .private capital and 
light a beacon for the world 
far freedom, liberty and imfi- 
vidual and family prosper- 
ity-" • 

Under the government’s 
devolution jrians, -.the 7 Scot- 
tish parliament wfiT obl^r 
have the power to raise or 
lower the standard xafe of 
income tax by three pene&in 
.die pound. 

1 he CPS report attacks. the 
economic policies of. the 
Scottish National party. 


The SNP bases its case for 
independence on North- sea 
ofl , revenues provided to the 
TceHsmy.-Tlu pfflriy claims 
that between 1979 and 1995 
Scotland z 03 de a.net cozztri- 

butbrn to the Treasury of 
£27bn ($45bn). . The CPS 
report points out there may 
be no legal cara supporting a 

claim to the oil revenues and 
the receipts are now a frac- 

tfon of previous levels. 

The report says English 
“indifference” to the Scottish 
question -is “profoundly cor- 
rosfve to the interests of the 


. Union .does .not matter awri 

its unravelling a matter * af 
no practical consequence, 
. This ' £s a dangerous ittu- 

The government is also 

- establishing a Welsh assem- 

- bly, and . there may' be 
directly elected ass em bli e s. 

- in the English regi ons jn the 
next parliament The CPS 

. report says: “In the' British 
cdnstituOdzi a new ‘vatiaMe 
ffwmetry* is opening up. ft te 
-one that should 'be able to 
allow for a more 'localised. 
' and decent ralis ed adminte- 
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INTERVIEW LOTHAR SPATH, HEAI) OF JENOPTK 


* mv* _ " 


- ‘Jt 




The former politician who turned an ailing industrial combine into 
one of the few success stories to 'come out . of eastern Germany • 
explains the transformation to Frederick StOdemanri -. .. 


By international 
P standards the gUsten- 
* — i ng high-rise is noth- 
ing special. But to the locals, 
who call It the Empire Sp&th 
Building, the office block in 
Jena, eastern Germany, is 
one of the symbols of their 
town’s gradual- recovery 
from four decades of crnnmu- 










Essential guide to Lothar Spath 


Rva books in six years would be a tall order 
for most professional writers; for the head of a 
large company undergoing fundamental 
restructuring and planning a stock market 
listing, such outpourings seem an ImpossibiBty. 

Perhaps Lothar Spfith’s co-authors did more 
thai their fair share, but many Germans would 
also detect a trace of the culture of hard work 
that Is rooted In the character of Swabia, a 
region within Baden-Wurttemberg. 

As premier of Badan-WQrttsmberg from 
1978 to 1991, Mr SpSth was often taken as 
the personification of Swabian values: 
dWgence and thrift combined with a lack of 
pretence and a willingness to try out the new. 

His origins are relatively humble. After 
training as a cMI servant Mr SpSth worked in 


local government finance from 1960-70. From 
1968 until his resig na tion as premier In 1991 
he was a member of the state parfiament, 
sitting for the Christian Democratic Union. In 
1970 he switched to the private sector, 
working at several companies in the 
construction sector. After a short period as 
interior minster he became premier of 
Baden-WOrttemberg in 1978, later emerging as 
one of the CDU's powerful regional barons and 
a ringleader in a bid to topple Helmut Kohl as 
party leader. 

Married with two chfldren, Mr Spfith’s latest 
book, co-written with Herbert Hanzier, heed of 
management consultants McKinsey In 
Germany, is The Second Change: How 
Germany wtt make IL 


nisra. 

The building’s nickname is 
a rhyming reference to 
Lothar Spath. a former poli- 
tician and now the head of 
Jenoptlk. once part of a 
showcase industrial com- 
bine. 

He arrived from the west 
seven years ago . and 
promptly caused chaos and 
confusion in Jena with a 
hyperactive restructuring 
programme, which included 
large-scale property redevel- 
opment. before turning Jen- 
optik into one of the few suc- 
cess stories to come out of 
eastern Germany. 

Last month, Jenoptik, a 
technology and services 
group, listed on the Frank- 
furt stock exchange in a 
heavily over-subscribed ini- 
tial public offering. This 
brought in DM800m ($442m) 
for the company’s sharehold- 
ers. the state of Thuringia 
and a collection of western 
banks. It also introduced 
rtifliBanria of east Ge rmans 
to equity investing for the 
first time. 

Jenoptik is forecasting 
rains of DM3tm nnH profits Of 
DMfiQm this year. Its trans- 
formation from a sprawling 
conglomerate dependent on 
business in the former com- 
munist bloc to a high-tech 
provider of “clean buildings’* 
for computer component 
manufacturers, lasers, and 
telecommunications equip- 
ment, has been heralded as 
an example for the east as a 
whole. 


In the process Mr SpSth, 
60, has emerged as some- 
thing of a local hero m the 
east and an instructive 
maverick for the west . 

In personal toms, this was 
almost as much of a tuzn- 
. round as that brought about, 
at Jenoptik. Once a heavy- 
- weight w iii i in the governing ' 
Christian Democratic Union 
an/i a ringleader in'a failed 
challenge to Chancellor Hel- 
mut Kohl. Mr SpSth’s career 
could' have crane to an end 
seven years ago when be. 
resigned as premier of 
Baden-Wfirttemberg, one of 
the bigger ; -and richer 
western states, over a scan- 
dal concerning the accep- 
tance of too much corporate 
hospitality. 

Instead, he followed the 
route of many other western- 
ers who in the post- 
unification period sought to 
revive failed or flagging 
careers by heading east In 
1991, Mr Spftth was hired by 
the Thuringian government 
to advise on Jenoptik which 
was being hived off from the 
Carl Zeiss Jena combine. 

The Treuhand, the federal 
agency responsible for priva- 
tisation in the east, initially 
held out little hope far 
Jenoptik. Modi of its prod- 
uct portfolio was aimed at 
markets in the eastern bloc 
that had disappeared or, in 
the ease of Heftwyy technol- 
ogy, were now offlimits to a 
w e st e r n company. 

“When I arrived here I 
found a company with many 
different talents and prod- 
ucts, but hone of t bpm were 
marketable,” Mr Spath 
remember*. 

At the same time, be was 
under pressure from the 
Thuringian government to 
preserve as many jobs as 
possible in the Jena region 
where, under communism. 


60,000 people worked at Carl 
Zeiss. 1 _ 

- His response. was- to com- 
bine job creation through 

property development with 
the pst^ ritiRHyriPTit of a new 
product portfolio. . ; . v . 

. rtf I had beqn at & big 
western... conglomerate . I 
would have gone in fix- radi- 
cal focusing - that’s the con- 
ventional creed. Butoursuc- 
cess is that ;■ we- .did' 
e very thing differently from 
the others*- ‘ ’ 

In the east, he says, there 
are two types of qdmpany: 


/When I arrived " 
here I found a .'- 7 
company with 
many different ' 
talents and 
products, but • 
none of than 
were marketable’ 


those that were bought by 
-westerners who created a 
stripped-down “extended 
conveyor belt* ot- their 
operations back home and 
those* that remained 
and in thtdr existing markets 
and failed.. - 

Rather than shrink or stay 
put, Jenoptik diversified 
wes twards in a bid to find a 
new identity fra* itself. . 

The TnpanK to do tills came 
from the TTeuhand and this 
Thuringian government, 
which together gave the 
company DM3.6bn for its 
restructuring programme. 

The overall direction was 
dear. Jenoptik would be a 
technology company with 


amMtibBs to move' up the' 
value .dramwffhinnovative 
■products.. Activities 'such as 
property development were 
merely a stop-imp- They 
would help keep workers 
emplo yed and create abetter , 
physical: environment -for. 
small and medium-sized 
business in Jena through 
new business parks/ shop-' 
ptng centres and~sm&R man-, 
ufecturing units. ^ 

' t yteph-g fe ln fry much 

of tins can be. found in Mr 
Spfith’s home state of Baden- 
WQrt£anjberg, hcane to many 
of Germany's technology-’ 
orientated Mittelstand 
(medium-sized) companies. 
“The. Swabians are curious 
about new technology and 

- have shown they can realise 
ideas through tetri work,” 

he says. 

Home was also where Mr 
SpSth. turned tor bis first , 
important 'step towards rede- . 
fintog Jenoptik. Using his 
connections. Mr SpSth was 
able to identify and later 
acquire ah ideal acquisition 
candidate:: Meissner und ■ 
Wurst, a Stuttgart-based . 

- builder of : computer chip *■ 
plants. The purchase not 
only gave Jenoptik a new- 
busmeas, but also brought 
the company established 
sa lt y snyi distribution chan- 
nels in new markets, such as 
Asia. A similar move was. 
engineered with, the pur- 
chase: of Krone, a Berlin- 
based -telecommunications 
company. 

Today, Jenoptik has four 
n»ifn business areas. . Mote- 
snerund Worst is part of the 
“clean systems" division, 
which prorates' the techno- 
logical in frastr u ct u re far 
dust-free manufacturing 
plants^ the telecoms division 
is led by Krone; lasers and 
optical engineering are 
grouped -In the “photonics” 
division; while “new technol- * 

, ogies” is a laboratory for 
ventures into areas such as 
the commercial exploitation 
of biotechnology. 


The company employs 

mote than 8,000. people, of 
which LSOO are In Thuringia. 

Given the strong sense of 
regional pride surrounding 
Jenoptik, it is perhaps . ironic 
that the bulk of Jenoptlk’s 
activities are how outside 
eastern Germany- ” 

Mr' Spaffi, however, points 
to tire new jobs created in 
-other sectors or companies 
that were .spun off as evi- 
dence of Jenoptift’s success 
■ hr firiffllirigtta early remit as 
an engtoe of tegional devet 
CBWoaep*-^- r 

' Besides,*" he argues, the 
ncra-eastas focus is a dem- 
onstratian of a healthy out- 
ward-looking approach.- He 
says the east has a lot more 
to offer the rest of Germany 
than just the odd commer- 
cial success. 

The collapse of commu- 
nism has created opportuni- 
ties^ many of which have 
sadly been 'wasted by the 
process of unification which, 
he claims, imposed a creak- 
ing, outdated western sys- 
tem onto the east. 

-This is the subject of Mr 
Spfitb’s latest book. In its 
general tenor, the volume 
foDows a wefi-wora track in 
contemporary German writ- 
ing. ft frets about die state 
of the nation and w»Hr for 
sweeping reforms of the tax 
and regulatory framework, 
as well as a swifter move to 
a service economy able to 
face up tO. the ri«maTMte of 
globaUsafion. 

It is a subject that . Mr 
■Spath, who believes change 
Is inevitable, never tires of 
addressing, whether on a 
television programme he 
presents or on visits abroad. 
Does all this point to a 
return to politics? “No” he 
says. 

Life is “much better In 
business. r . .you can answer 
criticism with objective 
statements and facts. In poli- 
tics you have to always 

c m mt«- emotional criticism 

With emotional answers.” 




LUCY KELLAWAY 


you re young 


MASTERS IN FINANCE 


Age discrimination in job adverts is widely criticised. But in some 
cases If is better to be honest about the person you want 


\ ■■■\ 
ov Wfe 






London Business School’s part-time Masters in Finance b a 
specialist programme designed for people pursuing a successful career 
in finance. It can be completed in two years of pact-time (mainly 
evening) attend a nce ar die School or in nine months of fuD-rime snxjy. 

The Masters in Finance is rigorous, practical and careewrienced, 
and b taught by the School’s intemationalJy-renowned finance faculty. 
It provides participants with an in-deptfa knowledge of finance and 
enhances their managerial effective ness in field- To find out more, 
come to one of our information sessions: 


1 


MASTERS !N FINANCE INFORMATION WESSONS 
Lrmdoa Business ScboeL StnacK LottdoeMWL ‘ 

i— day 30 tow to ftJLSpm. Tburettoy 23 J^ «t &18«st. 


FINANCE EVENING PROGRAMMES 


London Business School’s finance evening programmes attract a wide range of fe nced managers 
and finance professionals from industry and the City. They req ui re attendance on one ev en ing a week for 
30 weeks from October-June. 


Corporate Finance Evening Programme covers financial a nal y gk j c o r porate faanf* , valuation, 
financing and capital markets and has a strong «nph«w< on dcrision-malang. 

Investment Management Evening Programme covets equity and bond portfolio and d yn a mic 
investment strategics, and b designed for professionals in v ol ved in portfolio and find manngwuw 


Avavtfcnr hfc i — «— ham vr fc— rju l ul Tb*R a m& n eCI*r* MS *ya*lm OM* li*X 
Tam»x Plmcm,Rweme r aPmKLoaiitmliW14Sa r tX. Tbltphoa m: i ft (0)171 TOO 6940 Rbc +44 (0)171 72317*8 
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School 


Situations Vacant Regional 
director- Age 35-45 - 
Railtrack.Headof * 
government affaire - Age 
30+,- Unilever. ' 

There are two acceptable 
views on UK job 
advertisements like these. 
One says they are 
outrageous and there should 
be a law againstthem. The 
other says they are 
outrageous bid a voluntary . 
code of conduct would be si 
better way of stopping them. 

The first view is taken by 
the antiegEtam lobby In the 
UK and, now, by many 
human resource directors 
(which is odd, as one might 
have thought they were the 
culprits;. The second line is 
taken by the gover nm ent, 
the Confederation of British 
Industry and other people 
one should take seriously. - 
There is, in fact, a third 
option, but I hesitate to . - 
mention it in a family 
newspa p er. It Is to say that 
advertisements that specify 
how old the candidate 
should be are not always . 

| such a bad tiring. Let me . - 
i explain.'- - • '■ 

I It goes wftbout saying that 
it Is a waste ifolier people 
cannot get work because the 
jobs are affgomgio younger 
people: Jt is also a pityif ; 
employers are tbo xigid in .-. 
their ideas of what people- of 
different ages are capable e£ 
Just consider Octav Botnar. ~ 
the Nissan UK rifleC who 
died the other day. He did 
not even get going until 
was -5a (On secoodthoughts, 
given the jdddehe gotinto . 1 
with Ms tax returns, frftaps 
be is not such a good 
example afire- ML) ' Y 
More solonsly, how that .. 
the carear ladders have gone 
and many people 'are out of ' 
wrakiong befere retirement 1 


mean less energetic, oir less 
fiexlbte.£yery time a' 
company thtefa* it has an 
age range in mind fra- a 
particular job, It should 

thlwlr a gain Js Rriltra rir sure 
that the perfect manager is 
not 48. <w 33 crane to 
that? ■ 

The, reason co mpan i e s 
should ask the question is 


Older does 
not necessarily 
mean less . 


start-ups In Silicon Valley, 
t Most of them are run by 
three-year-olds and most, 
quite understandably, want 
to balance that by setecting 
a much older person to be 
chairman. 

If the company is sure that 
It wants someone of, say, ■ 
over 90 or about 30, it should 
be perfectly open about it 
Transparency is considered 
a virtue in most sheets of 
business. There is no reason 
why this one should be any 
different. 


wondering where best to 
look for the Made stuff I’ve 
heard of brand extention but 
this is ridiculous. . . 

It is particularly strange to 
use the Hanods name when 
there was a better 
alternative. Why didn’t Mr 
Fayed take bis own name - 
which already has 
oleaginous overtones - and 
call the company Fayed 
Energy? I can only assume 
that clever old Mr Fayed is 
• piaunmg .to package the, 
stuff in smart green and gold 
barrels and sell it at well in 
excess of $30 a go. 


energetic or 
less flexible 


not for any moral reason but 
out ofsetf-inteest It is hard 
enough to get good people 
anyway ,aa»d to hnrit the 
cho i ce arbitrarily is not a - 
good way of fifling jobs. 

Bof not aB age Emits are 

ar bi t rar y: There are plenty - 
of cases where it does seem 
reasonable for an employer 
to prater people cf one age to 
another.-' ff Unilever wants 
romerate older than 80 to run 


that Sptes isensShle enoogh. 
Iiksvi^e consldOT an those - 


Imagine yda owned the most 
valuable retail brand name 
in the wcadd. One that was 
recognised for its glamour, 
tts pedigree, its 
exclusiveness. Would you 
take that name and use tt In 
the unglamorous, rough-and- 
tough sphere of off-shore oil ' 
exploration? It goes without 
i saying that you would not be 

1 so daft. 

Yet last week the FT 
reported that Mohamad 

' Fhyed bad done just that 
and now Harrods Energy 
( T h a ilan d ) boasts an nffzhm * 
Hcence artd four people 
sczatdrihg their heads . 


move sideways or even 
downwards. Older' no longer ' 
means WIT H wni tyr anil V 
neither does ft neeassarlly' -■ 



We are told so often that 
business is global that it is 
easy to be lulled into 
believing it. But, last week, I 
was jolted back into the real 
world by a story on one of 
the dr eariest subjects 
around: lnte matin^ 
corporate governance. 

At fir& glance the story 
located outstandingly dull: 
representatives from all 
round the world had got 
together in San Frandsco 
and agreed ... nothing 
whatsoever. 

On closer inspection the 
extent of the disagreement 
turned out to be revealing. 

So far apart were the 
different parties that even 
the bland statement Hint 
companies a>w»iiH 
“endeavour to uutperform 
their global peers over' the ' 
long term” proved too hot to 

haniHfr ' 

International cor porat e 
governance might sound just 
toe thing but the world te ... 
not ready for tt. Just 


involved In drawing up the 
UK’s Cadbury Code ■ 
consider farther where that 
report got us. The next time 
these good people feel the 
hrgB toget tograherinSan 
ftancisco maybfr they - 


to Fishraman’s Wharf, eat a 
few dams on tite half shell 
and admire the view. 




y 




♦ I! 


v \ 


E ! s 


bu 


A.i.iii.-y 




| SIEMENS 
I iiORF 


w 


^ i 


< v 








***»\}l 






FINANCIAL TCVtgS - MONDAY JULY 20 1998 


H'i 


tm- 


;Xlmr. «' 
fe*. »*>- 




U* i»» i 






Jan* 


i f^ #4 U 






INSIDE TRACK 


What's going to 
become of 


3 . 
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Don’t buity me: workers and oropfayora fncreestof^y recognise “psycboiogfca/ violence' as a problem, says the fLO 

MANAGEMENT VIOLENCE AT WORK 


Eight hours of threats, 
bullying and assault 


Andrew Bolger examines the various forms of physical and 
psychological abuse some people endure at work 
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now? 


Sometimes work can 
be murder: for 
women in the US, 
homicide is the leading 
cause of death at work; for 
men it Is the second leading 
cause, after road accidents. 
On average 20 people a week 
are murdered while they go 
about their work and 18,000 
are assaulted. 

These statistics are from a 
report on violence at work 
by the International Labour 
Organisation, the United 
Nations agency that deals 
with employment issues* 

No doubt America’s fatal 
attraction to guns partly 
explains the carnage, but 
other countries have cause 
for concern. Those with the 
highest rates ofussault and 
sexual harassment of 
employees, says the ILO, are 
France, Ar ge ntin a, R omani a, 
Canada and England. 

In the UK, a British Retail 
Consortium survey found 
that in one year more than 
11,000 retail staff were vic- 
tims of physical violence. 
Mora than 350000 staff were 
threatened and verbally 
abused. 

Most physical attacks 
occurred when staff were 
trying to deal with theft (59 
per cent). Other causes w ere: 
dealing with troublemakers 
(16 per cent); robbery (10 Per 
cent); angry customers (5 per 
cent); drunk or drugged 
people (5 per cent). 

In Japan, economic reces- 
sion has led to widespread 
corporate downsizing, shat- 
tering long-held assumptions 


about staying with one com- 
pany for one's working fife. 
The loss of lifetime Job secu- 
rity has been accompanied 
by alleged bullying erf white- 
collar workers. 

A “bullying hotfine" estab- 
lished by the Tokyo Manag- 
ers’ Union received more 
than 1,700 requests for con- 
sultations in two short peri- 
ods in 1996. Stress was a 
common complaint, with 
many people seeking urgent 
mental health ‘treatment 
Families in which relatives 
had committed or attempted 
suicide were among callers. 

m the Philippines, migra- 
tion for work has long been 
a feature of employment. 
More than h alf of overseas 
Filipino contract workers 
are woman, many hired for 
domestic service and enter- 
tainment. Research, shows 
these women are frequently 
and disproportionately 
affected by violence. 

“Many workers report mal- 
treatment, a general term 
that Includes pulling the 
hair, battering; beating the 
b aryte with any IpslT 0 ™” 1 *, 
burning of the f lesh of the 
victim, banging the head 
against the wall, throwing of 
toxic, chemically dangerous 
liquids," the report says. 
“Employers commonly hnifl 
the worker’s passport as a 
way of ensuring continued 
subservience.” 

Employees in most danger 
include taxi drivers, health- 
care workers, teachers, 
social workers, domestics in 
foreign countries and people 


working alone, especially in 
latenight retail- Women are 
particularly vulnerable 
because so many are concen- 
trated in high-risk occupa- 
tions, especially as teachers, 
.social workers, nurses and 
bank and shop workers. 

The ILO says workers and 
employers show growing rec- 
ognition that “psychological 
violence” is a serious prob- 


Women are 
vulnerable 
because so many 
are In high-risk 
occupations 


lent. Bullying is increasing 
in Australia, Austria, Den- 
mark, Germany, Sweden, the 
UK and US; It includes psy- 
chological harassment of an 
employee, through criticism, 
isolation or gossip. In Swe- 
den. it is estimated that bul- 
lying is a factor in lb to 15 
per cent of suicides. 

“The new profile of vio- 
lence at work which emerges 
is one which gives foil, equal 
emphasis to physical and 
psychological behaviour, and 
one which gives full recogni- 
tion to the significance of 
minor acts of violence," says 
Vittorio DI Martino, co- 
author of the report. 

The ILO describes its 
report as the most extensive 
worldwide survey. In fact, it 


draws on a plethora of sur- 
veys and statistics but its 
authors acknowledge the 
impossibility of reconciling 
widely differing methodolo- 
gical and statistical 
approaches. It is. neverthe- 
less, full of graphic exam- 
ples. 

The report says workplace 
violence steins from a combi- 
nation of causes that include 
the individual, the work 
environment, the conditions 
of work, the way hi which 
co-workers interact, the way 
customers and cHunt s inter- 
act with workers, and the 
interaction between manag- 
ers and workers. 

For these reasons, the 
response to violence must be 
multi-faceted. A plan should 
be ready to contain the 
effects of violence, much as 
responses to terrorist sttua- 
1 tions are planned and 
imposed immediately. It 
should involve all people 
directly or indirectly 
affected, including family, 
senior management, col- 
leagues and victims. 

“Instead of searching fra: a 
single solution good for any 
problem and situation, the 
full range of causes that gen- 
erate violence should be ana- 
lysed and a variety of inter- 
vention strategies adopted. 
The response to workplace 
violence is too frequently 
limited, episodic and ill- 
defined,” says the report 


* Violence at Work, by Dun- 
can Chappell and Vittorio Di 
Martino. ILO, Geneva, 1998. 
ISBN 92-2-110335-8. Available 
from ILO, London: 0171 828 
640L Price &3L&L 



TIM JACKSON 

ON THE WEB 


Growing up 
has its 


advantages 


The concentration 
of power on the 
internet can allow 
new technologies 
to make their mark 


One of the symptoms of the 
Hi afm-ing nf the internet, 
which has been lamented 
before in this column, is that 
good ideas no longer spread 
around the world so easily 
as they did a couple of years 
ago. These days, innovators 
need marketing or 
distribution as well as great 
ideas to win on the web. 

But there is a silver lining 
to this cloud. The 
concentration of power on 
the internet - the foot that 
there are a few dozen web 
site owners with whan one 
has to do business to reach 
the tens of mlHions out there 
- means that with the right 
partnerships, great 

technologies can roll out 
erven more quickly than 


A perfect Illustration of 
this is likely to be 

n ntmTniiniMitiTrr AK, thp 

browser released in beta 
farm by Netscape last 
Thursday. The new version 
of Communicator has two 
terrific features that win 
make browsing the web far 
easier and more convenient 
for minions erf people during 
the criming few months 
Netscape refers to the 
features together as “smart 
browsing”, but in fact they 
are two entirely separate 
tools. 

One is a feature that 
Netscape calls Internet 
Keywords, in which you can 
find a web she by typing in a 

familiar ffirrrpwn y namp rrr 
brand nama rpthwr than an 

exact URL, or uniform 
resource locator. 

As the number of domain 
names proliferates - tripling 
in the past year, and likely 
to triple again over the 
coming two years, according 
to tjtann estimates - this is 
likely to become 
increasingly useful 

For instance, last week I 
was looking on the wefi far 
car rental prices in the US. 
Finding Hertz, Avis and 
Dollar was a simple matter 
of adding a "www " at the 
start and a “non" at the 
end. But Alamo and 
National, car rental firms 
that seem to be present in 
almost every US airport, are 
harder to find. The domain 
name aIamo.com refers to a 
search engine based in San 
Antonio; nationaLcom, by 
contrast, takes you to the 
semiconductor manufacturer 

Of the pa TTi fi . 

Using Internet Keywords. 

you type the brand name 
into the browser window, 
and it will be resolved by a 
Netscape database to the 
web site that Netscape 
thinks you want to goto. 


If this idea sounds familiar 
to readers of fids column, 
that should be no surprise. It 
is actually remarkably 
similar to a service called 

Real Names, launched some 
months ago by Centraal 
Corporation, a startup based 
in Palo Alta 15 minutes’ 

drive away from Netscape's 
headquarters. 

Centraal’s business model 
was to provide the service 
free to users, striking 
partnerships with search 
engines suCh as Digital’s 
Altavista, and to ask fees 
from domain-name owners 
far the hits forwarded to 
their sites. The company 
seemed to be making good 
progress: last month It 
reported that it was 
forwarding 3Am real names 
to web sites every week, and 
it raised its price for simple 
registration to 6100. 

The other key function 
inside Smart Browsing is 
something caned What’s 
Related - a drop-down list, 
created cm the fly as you 
travel from one web site to 
another, that lists web sites 
related to the page you are 

currently looking at 

Once again, this idea came 
from an outside company 
covered in thte cftlnTmv 
AIexn.com. Until recently, 
Alexa’s service was offered 
to customers as a free 
software download that 
creates a window sitting 
beneath your browser 
window. As well as the list 
of related sites that Is now 
being packaged as Netscape 
functionality, Alexa also 
offers an archive of 
information that was once 
on the web but is so no 
longer, free online access to 
Encyclopaedia Britnmnca, 
and a list of useful web sites. 

The related sites list is 
compiled from three sources: 
analysis of links from 
atmflar sites, measurement 
of actual traffic by Alexa 
users, and personal 
recommendations. 

For both companies. Alexa 
and Centraal, the Netscape 
innovations raise concerns. 
Alexa’s ability to sen 
advertising every time users 
look at the free information 
tt provides may be curtailed 
by the way in which 
Netscape delivers it. And 
while the Internet Keyword 
functionality adds 
recognition to the Real 
Names concept, it is hard to 
see how it wfQ do anything 
other than reduce Centraal's 
ability to raise revenues. 

For consumers, however, 
the Netscape developments 
are undoubtedly good news. 
They may do little to slow 
the apparently unstoppable 
takeover of the market by 
Microsoft, but they represent 
advances which will make 
the web mare useful and 
convenient for everyone. 


toRjackson@po6ox.com 
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NEIL BUCKLEY 

FILE FROM BRUSSELS 


Why Europe’s capital fears foreigners 


Belgium is the only member state to deny European Union 
citizens the right to vote in local elections 


Any foreigner who has 
undergone the painfully 
bureaucratic duty of 
registering with the local 
authorities in Brussels 
would probably vote gladly 
for any party promising’ to 
simplify the procedure. 
Unfortunately, we cant 

The 185,000 eurocrats, 
diplomats, journalists, 
lawyers, lobbyists, teachers 
and executives in Brussels 
who are European Union, 
but not Belgian, citizens are 
reckoned to account for 
more than lO per cent of the 
regional economy. They pay 
local taxes, use rity 
transport and services but 
have no say in how the city 
is governed.. 

The injustice seems as 
clear as the need to do . 
something about it Rather 
embarrassingly for the 
country that is home to the - 
capital of Europe, tbs 
European Court of Justice 
this month condemned 
Bel gium for being the only 


EU state not to have 
implemented a directive 
allowing foreigners who are 

EU citizens to vote in local 

elections. 

Unless it adopts the law 

within a few months. 


$200,000 (£121,000) a day. 

Solving the problem ought 
to be easy. In feet, it has 
provoked one of this year's 


and renewed wrangling, over 
the complex structure of 


make up federal Belgium. 
The matter should have 


was put off for at. least three 
months after a compromise 
between the main parties, 
bolted together by the man * 
nicknamed the “plumber” 
for his political fixing skills 
- prime minister Jean-Luc 
Dehaene - fell apart- • 

One problem is that giving 
voting rights to foreigners . 
means changing Belgium’s 


constitution, which needs a 
two-thirds majority in . 
parifeunent Since the four 
gover ni ng coahtion parties - 
Flemish and French- 
speaking Socialists and 
Christian Socialists - do not 

control enough votes, they 

must rely on support from at 
least one of wmin 
ppposttiem parties to push 
the issue through. 

Many people also feel that 
if the half-million or so EU 
foreigners in Belgium are 
allowed to vote in local 
elections, that right should 
be extended to the shnRar 
number of non-EU 
foreigners. 


e xa c erbate the. central 
problem .- one that offers an 
insight , into the sensitivities 
♦hat, pterft y j n gt y , can causa 
near paralysis in Belgian 
politics. 

Put simply, parties 
representing Bdgtum’s 
Dutch-speaking linguistic 
majority worry that since 


most foreigners are more 
likely to speak French than 
Dutch, they will vote fia- 
French-speaking candidates 
and skew election results. In 
many areas this would have 
little impact, but in Brussels 
it could be crucial Both 
Dutcluspeaking Flanders in 
the north and Belgium’s 
Fremfo^peaking population 
in the south of the country 
claim the city as their 
capital. But for historical 
reasons, the city is an 65 per 
iwrf francophone 
surrounded by Flanders. 
(Eve foreigners the vote in 
Brussels, and Flemish 
politicians fear they could be 
almost wiped out 
Politicians spearheaded by 
Brigitte Groowels, minister 
for Brussels in the Flemish 
regional government - and a 


fearty - say the only answer 
is to reserve a number of 


Dutch-speakers in the city’s 
institutions. 

Mr Dehaene has been 

vilified by some in his party, 
and Flemish opposition. 


parties, as a “traitor to 
Handers" for not indgting 

on such guarantees as part 
of last week's stymied 
compromise deal on voting 
rights. 

The “plumber” may be 
able to rmhlnrit Hte 
Compromise in flha a nlm n n 
without having to call for 
such controversial 
guarantees, and get the 
voting Issue through 
parliament in the autumn. 
But if it foils this time, 
Flanders wiH certainly 
reintroduce its (twwwd for 
guaranteed Flemish 
representation In Brussels in 
fresh talks on constituttaual 
reform due to start next 
year. 

Europe’s capital is 


ll n may tip p nlitirail 

battleground. Flanders and 
Frendwpeaking WaBonla 
dashed two years ago over 
which ba d t he right to 

promote Brussels as a 
tourist destination. 
Preparations for Brussels 
Year of Culture 2000 
have been dogged by 


bickering over whose 
culture to promoJe. 

One solution put forward 
- by Louis Tobback, now 
Belgian interior minister 
and a deputy prime minister, 
among others - is to turn 
Brussels into a "European 
district”, a kind, of 
self-standing city-state in 
whose governance tbe 

European institutions would 
have a say. The project, 
nicknamed “Brussels DC**, 


has w<m little popular 
support. But the debate over 
the city’s status seems set to 
grow more heated. 

In the meantime, FT wniflh 
parties may be worrying 
unnecessarily. In the 1994 
European Parliament 
elections, early 24,000 
rynyRal gten BIT ri ttepftji hp y e 
bothered to vote. 

And with Brussels’ 
bewildering bureaucracy 

rivalled only by the amount 
of dog mess on the streets as 
the favourite topic at ex-pat 
conversation, any political 
party looking for tbe 
foreigner vote knows exactly 
what it needs to do. 


'i 
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It will be 


SIEMENS 


Business Services! 


In becoming the 
world's largest vendor 
of information and 
communication (l&C) 
technology, Siemens 
will be rebundling its 
offerings effective 
Oct 1,1998. As part 
of this realignment, 
Siemens Nixdorfs 
"Solutions and 
Business Services', 
along with further com- 
munication services, 
will be integrated into 
the 'I&C Services' 
Group, where it will 
continue to be oper- 
ated as a legally auton- 
omous Siemens sub- 
sidiary under the name 
Siemens Business 
Services. As one of 
the world's leading 
full-service providers 
with comprehensive 
vertical-market know- 
how, the company will 
offer one-stop shop- 
ping for end-to-end 
Information and com- 
munication technology 
solutions and sendees: 

From consulting, 
professional services, 
systems integration 
and operational 
services right through 
to outsourcing. 


For more 
informatrofl, caU 
00-8 06-01 W 97 98. 
Or visit oorwoteitstt 
IffiptfwwwL 
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INSIDE TRACK 



NEWS FROM CAMPUS 


Kenan-Flagler 
adds fonnat to 
MBA programme 

The Kanan-Ftagtor business 
school aft the University of 
North Canofcia at Chapel Htt 
has added a new formal to its 
executive MBA programme. 

As wen as the exfsttog 
evening programme, the 
school wffl offer a 
weekend-based course from 
January. The school believes 
the format wffl enable 
participants to travel from 
further afield. 

Classes wB take place on 
alternate weekends (afl day 
Friday and Saturday) for 20 
months with two week-long 
residencies for intensive 
course work. 

Kenan-fhgfer 

www.bschoohjnc.edu 

Warwick dean 
to stand down 

Bob Galllars, who has been 
the top man at Warwick 
Business School for the past 
four years, is to step down 
from the end of this month. 

He wffl be replaced as dean 
on an Interim basts by Robert 
Dyson, presently deputy deroi 
at the school. 

Prof Gallters will remain at 
the school to continue hte 
research and to teach 
in fo r ma tion management He 
wil also support the school's 
international developments. 

One reason given for hte 
departure was to enable his 
successor to step in at the 
beginning of the school’s 
latest expansion moves. 

These include new briefings 
and an international 
development programme. 
Warwick: 

www.wbs.wa/widcacAik 

Internship at 
Simon school 

The Simon school at 
Rochester University has 


ramounced an internship 
Programme to encourage 
wtreprenauriatty-mlnded 
MBAs. 

The tetmmfipe wff mrich 
students with executives in 
Rochester, New York, with 
whom they wffl work closely. 
The programme has been 
Initiated fafiowtog the do na tion 
of a $25,000 (£15.000) 
renewable grant from the 
Kauffman Centra far 
Entrepreneurial Leadership at 
the Ewing Marion Kauffman 
Foundation. 

Simon fftocheste# 
wwwjKfjjrxhaster.edu 

MBA targets 
entrepreneurs 

Manchester Business School 
has teamed up with 
management consultants 
KPMG to bunch an MBA ter 
entrepreneurs, owner 
managers and others In small 
and medium-stead 


The MBA In 
Entrepreneurship for 
Owner-Managed and Small or 
Medium-Sized Enterprises wftl 
start in January and wU be a 
part-time programme. It wffl 
combine core business topics 
with specialist options such as 
managing the family business 
and venture and development 

ca pital 

The course can be 
completed in two to five 
years, the same as MBS’s 
traditional part-time 
programme. 

KPMG offices around the 
UK wffl be used to enable 
participants to use 
videoconferencing and 
Internet facilities to take part 
• MBS wffl demonstrate the 
crucial Importance of 
maintaining a dose 
relationship with efients at a 
one-day seminar. Relationship 
Marketing, on Wednesday. 

The seminar is Intended for 
middle and senior managers 
with strategic dedskm-maWng 
authority. 

Manchester: httfx// 
wwwjnbsacjuk 


BUSINESS EDUCATION LONDON BUSINESS SCHOOL 



dean in a hurry 


John Quelch, IBS's new head, has three 
priorities. DeNa Bradshaw reports 


The last two weeks 
have bean a baptism 
of fire for John 
Quelch, newly-appointed 

dean of London Business 
School. On his Bret day in 
the Job, July l r he had to 
address 550 alumni at ^ 
LBS annual garden party. 
On July 2 be gave a speech 
to 1,300 people at the 
school’s congregation, cere- 
mony. Two days later, he 
spoke to a Rtmllgr number at 
tbs LBS summer ball. 

“Given the high potential 
for overlap among toe three 
groups, 1 couldn’t Just dupli- 
cate ray remarks, ” he com- 
plains. But the exposure was 
good far him, he says, and 
fbr ‘Tumpstarting'* hte team 
at LBS. In feet, Prof Quelch 
gives the impression that it 
was exactly the sort of chal- 
lenge he thrives on. 

Prof Quelch comes across 
as very different from his 
predecessor George Bain, 
now vice-chancellor of 
Queen’s University in Bel- 
fast While Professor Bain 
was large and affable. Prof 
Quelch Is small and precise, 
a man always In a hurry. 
One of his first acts has been 


to remove the sofa that 
graced the dean's office in 
the days of Prof Bain, and 
replace it with a meeting 
roam table and chairs. 

While Prof Bain 'was a 
North American who spent 

mn^ <jf hpg mv M ng 'f fl fa to 

the UK, Prof Qufilcfa is a Brit 
who has worked mainly in 
the US, meet recently at Har- 
vard Business School 'where 
he was head of the market- 
fog Appa riinw i L 

One of his big interests 
there was brand marketing, 
an expertise he clearly 
intends to exploit at LBS: 
"One of my tasks is to create 
a more well-known global 
brand image. There are 

many gnntf thlngp T unne lling - 

here but it’s like a tight hid- 
den under a busted.” 

Be has set himself a list on 
which are three priorities. 
The first Is to raise aware- 
ness of the school generally. 

The second is to talk about 
the issues that are important 
to multinational managers, 
much, of which he believes is 
inherent in the research 
already carried out at IBS. 
And third, he aims to 
encourage the sort of 


research 1 that addresses 
cross-borda-issnes. . ’ 

Be cites the work, of two of 

Ids pro fe ssors, David Currie 
m the eurcy and Suxuantra 
Ghoshal on managing inter- * 
national organisations, as-' 
Indicative of the iype-jotf : 
weak he intends to pt&toto 
“We have to make toeimfl- 
vldnai faculty famous as 
well as the institution.” - ' 
Prof QnBlch says the echo- 
lastic excellence at the 
echoed was one of the firings 
that' persuaded him to fate 
the Job. “No business school 
can develop a scholastic rep- 
utaticai and strongstandards 
overnight. Tt is qtdterranarir-: 
able that LBS has achieved 
the stature on the. world 
stage that ithas in only 38 


ifarkettog the academic 
achievement will be the-easy 
part. “I think it is much 
easier to start write a strong 
scholastic base and solve the 
worldwide fame problem 
ttmiT to have a famous insti- 
tution that does not value 
scholastic rigour.” 

Prof Quelch has another, 
more philosophical, reason, 
for returning to the US. 
“One reason I came back to 
Britain is that I don’t believe 
it is in anyone's i nteres t s far 



the US tohavea monopoly 
on high-quality business 
education* -any more than, it 
is in anyone’s intereste'fer 
the US to have a’nqNe&Y 
an popular ctdtrire?!:. - . 

Prof Quelch Jias yet to 
decide on any Wg redrgahi- 
sation of departments or 
courses, bat says there are 
examples of “service , excel - 
lencR" that he' wiBTfe promo- 
ting. He win. coutiriue the 


dual emphasis on general 
managem ent - and : finance 
which has long . been IBS’s 
hallmark.. 

' Howev e r, ' like rival dean 

Antonto Borges, atlnsead, in 

Fontainebleau, Prof Quelch 
is convinced that toe school 
has to grow, arid in 
2ar increase faculty 
from 75 to - about 100 
tote-time. ” ' 

AmL again as with jtasead. 


__. r _ Jason Orton 

Lff?. 4 ?.':- 

frdn^ng may prove a hot 
tomc-vTfos graduating MBA 
elate of 1998 has. pledged to 
raj$3 T J$25,006 between the 
24Q£of team as a class gift 
Tbri: money will he raised 
duitog -toe next four years 
A an| te nsed to develop 
totmM^mmections and an 
aliffam^ated wch site. The 
biggest : benefit of this, says 
Pnt Qodteh. Is that it will 
eocpuntge rarporate donazs.' 


BUSINESS EDUCATION MANAGEMENT TRAINING 


UK gains by teaching the world to manage 


Jaguar motor cars. 
West End musicals, 
whisk; or Enid 
Blyton story books would 
probably top most people's 
lists of British exports. Few 
would think straight away of 
management training. 

But nearly 40,000 students 
travel to Britain every year 
to study at bustoess schools, 
bringing £428m (5706m) in 


revenues, according to the 
Association of Business 
Schools (ABS), the UK trade 
body. 

In its annual review, 
Fitters of the Economy, pub- 
lished today, the association 
points out that post- 
graduates in business and 

management-related subjects 
account for 17-5 per cent off 
all UK postgraduates and the 


number mimiHng 1 at bum-, 
ness schools has risen by 7-5 
per cent over the past year. 
At present, there are 30,000 
people enrolled on MBA pro- 
grammes in the UK. 

As well as the students 
who travel to the UK, a far- 
ther 10,000 students are 
engaged with UK business 
schools .through distance 
Inara tw g schemes, boosting 


the economy with a further 
£3&n in invisible exports. 

The ABS also beheves that 
British, managers benefit 
from toe growth in UK man- 
agement trainings In particu- 
lar. it points to the World 
Competitiveness League 
Table, produced by lMDin 
Lausanne, Switzerland, 
which ranted the UK in 11th 
pnriqott in 1997, a leap of 


. -eight {daces un the. previous 
year. ’One.' of to® contribu- 
tory factors 'was the rise in 
the pttfoarmiuioe afUKnum- 
agemenl* Jrtrich leapt from 
23rd to iMh^ilace. (Hawevcsr, 
to® UK tote in 1998 arid is 
now ranked 12th averaH.> 

. ABS .chairman <31“' 
&eensfed; director of : 

' Strathclyde graduate school 
■ of businessr concedes, that 


el link 


Del 


between training 
toe rise in management 
is 'hypothesis''-, 
the report shows 
firms are spending 
bh training, with . 96 
Jcc^gfc of large companies 
Gent of smaller 
lustneagfe providing devel- 


perfhrcnance : 
Ho 

fhflV 


CONTRACTS & TENDERS 


TORONTO, GREY AND BRUCE RAILWAY COMPANY 
NOTICE OF MSTTNG OF HOLDERS OF 4% HRST MORTGAGE BONDS, DUE 2883 

AND 

NOTICE OF APPUCATIONTOTHE ONTARIO COURT (GEN. ON) FOR APPROVAL 

OF ARRANGEMENT 

TAKE NOTICE that a meeting of holders of 4% First Mortgage Bonds, Due 2883 
fTG&B Bonds") of Toronto, Grey and Bruce RaBway Company (TG&B") (the TG&B 
Bonctookters Meeting") wil be held at The Royal Ybrk Hotel, 100 Front Street West, 
Toronto, Canada on Thursday, September 17, 1998 at IftOO a_m. (Eastern tone). - 

AND TAKE NOTICE that an application commenced by the Ontario and Quebec 
Railway Company (“OSO"), Canadian Pacific Limited fCPL?), Canadian Pacific 
Railway Company ("CPR"), St Lawrence & Hudson RaBway Company Limited 
fStL&H”) and TG&B fbr approval of a proposed plan of arrangement (the 
"Arrangement") under the Canada Busfnoss Corporations Act and a motion for 
approval of the final order will be heard on the Commercial List of the Ontario Court 
(General Division) at the Court House, 393 University Avenue, Toronto, Canada on 
Thursday, September 24, 1998, at IftOO ajn. (Eastern tone) or as soon thereafter 
as the matter can be heard. The Court has also scheduled a hearing for July 30, 
1998 to consider a number of issues in relation to the Arrangement prior to the 
TG&B Bondholders Meeting. 

The TG&B Bonctoolders Meeting Is befog convened to consider and vote on a reso- 
lution wfth respect to the provisions of the Arrangement relating to the TG&B Bonds. 
As part of the Arrangement, each TG&B bondholder (other than CPR and dfesent- 
ing TG&B bondholders, if any) may elect to receive common shares of CPL (*CPL 
Common Shares') having a value equal to £100 (based on an estabfished rate of 
currency conversion) in respect of each £100 of TG&B Bonds held, together with 
accrued and unpaid Interest, if any, thereon up to and Indutfing the effective date of 
the Arrangement (the "Share Election"). A TG&B bondholder who does not make the 
Share Election wiB receive £100 cash (or, at the election of the TG&B bondholder, 
the Canadian dollar equivalent thereof based on an established rate of currency 
conversion) in respect of each £100 of TG&B Bonds held, plus accrued interest In 
order valkfly to make the Share Section, a TG&B bonctoolder must surrender cer- 
tificates representing afl of its TG&B Bonds and all unmatured interest coupons, 
together with a letter of transmittal In proper form, prior to 5:00 pjm. (Eastern time) 
on the lata- of: (1) September 15, 1998; and (a) the second business day iramecSate- 
y prior to any date to which the TG&B Bondholder s Meeting may be atoumed or postponed. 

A joint management proxy circular of O&Q and TG&B, together with a letter of trans- 
mittaJ and a form of proxy, has been prepared In respect of the TG&B Bondholders 
Meeting. In advance of tire TG&B Bondholders Meeting, holders of TG&B Bonds, 
which are issued In bearer form, may obtain toe joint management proxy circular, the 
notice of application and the notice of motion for approval of toe final order, a form 
of proxy and certification of ownership contafolng instructions as to toe provisions for 
voting by proxy or attending toe TG&B Bondhokters Meeting and a tetter of trans- 
mittal from The Trust Company of Bank of Montreal at 129 Saint Jacques Street 
West, B Level North, Montreal, Quebec H2Y 1L6, telephone 1-800-332-0095 or 
1-514-877-2584. 

Any TG&B bondholder desiring to appear at the hearing of the appBcalion scheduled 
fbr September 24, 1998 or the hearing scheduled fbr July 30, 1998 Is required to 
serve upon TG&B’a sofidtons, McCarthy Tbtrauft* ate Suite 4700, Toronto Dmranioo 
Bank Tower, Toronto-Domiruon Centre, Toronto, Ontario M5K 1 E8, Attention: Michael 
Barrack on or before 2:00 p.m. (Eastern time) on September 22, 1998 (or such tone 
pn July 28, 1998 in toe case of the Juty 30, 1998 hearing), a notice of appearance, 
Including an address for service, together with any evidence or materials to be pre- 
sented to the Court and to file proof of such service and a copy of such materials 
with the Court at the Commercial Court office, 393 Unhrersfty Avenue, Toronto, 
Ontario MSG 1E6. Telephone inquiries concerning the application may be made to 
Michael Barrack at (416) 601-7894 
DATED thfe 14th day of July 1998. 

R.V. Hqrte, Corporate Secretary 



Doing burtoew: a PateaOntm mortal to Je n i ra l wn' i CM CHy 


BUSINESS TRAVEL ISRAEL 


PhBpWofaJUtb 


M ilk and opportunity 


Gillian Upton discovers why Israel is 
becoming such a popular destination 


'.With an economy 
-/i twice the size of 
> ^neighbouring 
Egypt's, a fast-growing high- 
technology sector and gena-- 
ous incentives, such as tax 
holidays, for foreign cosnpor 
ntes, Israel to becoming an 
increasingly popular busi- 
ness destination. 

“This ta the land of milk 
and venture capitalists," 
says WavaZI Magnr, first sec- 
retary commercial at the 
British Embassy In Tel Aviv. 

Fortunately, doing busi- 
ness with the Israelis is rela- 
tively straightforward. 
English is the second lan- 
guage after Hebrew and 
business law Is similar to 
western legal practices, 
while company law is 
KagHsb-based. 

"We are in the Middle East 
hut it’s easy for an English 
businessperson to do busi- 
ness as Israel is akin to a 
European culture," says' 
Felix Kipper, executive 
director at the British Israel 
Chamber of Commerce -In 
Tel Aviv. 

Td Aviv- is Israel’s com- 
mercial capital. It la a glitzy. 


frenetic metropolis, and 
expensiv e . 

Taxis are metered but flat 
rates often apply, so check 
with your hotel concierge 
before setting off on any 
long trips. The average taxi 
tore between Tel Aviv and 
. Jerusalem, the federal capi- 
tal, is SbklTO (£30). 

The 14km journey from 
Tel Aviv’s Ben Gurion air- 
port to downtown Tel Avtv 
should he around ShkS6 and 
takft : about half an hour. 

flows -better on BW- 
days’ wben offices are dosed 
for Shabbat ... 

Driving is recommended 
for any multi-city stay as 
roads and signs are good 
(most road signs on major- 
roads ace lu Engiisb) and an 
the major car hire carapa- 


very much heightened in 
Jerusalem, where the Hare 
dim, or uttreOrthodox Jews, 
have a strong hold an the 
cultural agenda. It Is wise to 
proceed wtth .caution. 

Some 35 per bent Of Israel's 

economy already derives 
from hi-tech activity. The 
growth in the computer 
industry has been so rapid 
that toe sector to suffering 


Most business trips-; will 
include a visit to Jerusalem. 
It is. home to the Knesset 
(Parliament), is popular' for 
conventions held at the large 
eadnbHtanbalLtfcelCC Jeru- 
salem m tba western edge: of. 
the city, and Is the. Obvious 
leisure f)v- j ] 

Cultural sensitivities are 


5,000 employees. 

Attempts to Import pro-, 

g rainnwro -from TnrtiJi have 

been. stamped. by the Israeli 
government tt is conscious 
of both an unemployment 
rate of nearly a per emit and 
a flood of Russian, Roma- 
nian, Asian mid African 
immigrants whose numbers 
nearly match those of the 
unemployed. 

The country sup p o rt s , a 

highly edu cated workforce — ' 

there are supposedly more 
PhDs per capita hen than 
a nyw h e re else - but rela- 
tively high labour costs. It is 
losing parts of temanufac- 


Travel facts 


Hotete; {Tel 972 + 2 
Jerusalem and 3 Td Avfv) 
Jerusalem: Jerusalem HHton, 7 
King David Street, tel 621 - 
2121, fax 621 1000. Td Astir. 
Tel Avhr Hlton, Independence 
Parte, tst 5202111, fox 522 
4111, Sheraton, 115 Hayarton 
Street, tel 521 1111, fox 528 
3322. Growne Plaza, 145 
Hayarkon Street, tel 520 1111, 
fax 520 1114/22. 


Car Hnk Anris, Budget, 
EuroUofier, European Hertz - 
and Thrifty all operate. DaHy ' : 
rate for groite B car (fire-door' 
Punto) from Bodget at Ban 
Groton abport (tel 972 3 
97115051) is USS67. 
Restaurants: Jan/safem: 
Gavater (French cuwfoe), 1 
Ben Ska Street, tot 6242945. 
Spra: around -Thfr Russian 
Compound area: ' 


bourlng countries. 

The business travellBr will 
find plenty of consumer 
items to spend money an. 
International . offer 

good accommofetkBL 

In the capital, the Jerusa- 
lem HHton is collecting all 
the' bouquets. Near Jaffa. 
Gate and ovcctotdangtofiold 
city, it is an.injpressive and 
elegant modern -property 
with a hotted af amem- 
ties. AH tooms bare &x and 
modem, there are two esBCtt- 
tive floors, grand ballroom 
and a handful ttf restaurants. 

In Tel Avfv toe. oldest and 
most ffenoiB is the Frnfnm 
while the Shsxaton and 
Crowns Haza tfbilBday Bno) 
arepcqralar- . 



European flight 
delays worsen 

-The chances of gettfrig away 
on tone from Europe's ahporis 
continue to get s&Twner. :■ 
Figures from the 27-fnember 
Association of European 
Alrfines show the number of 
aircraft-departing more than 
15 mmutes tate rose 4 per 
cent in May, compared wfth 
the same month last year. 

Both Intra-European and 
long-haul flights ware 
affected, wfth 2 2 ? per cent 
and 25.6 per cent hefd up 
reqaectiveiy, against 182 per 
cent and 21.6 pec cent the 
previous May: 

Punctuaflty at UK airports 
improved in January , Februay 
'and March, says the Ctvfl ' 
Aviation Authority, with 83 per 
cent erf flights leaving early or 
no more than 15 minutes late. 

Hotline set up 

A one-stop emergency service 
aimed at curing any problem, 
from a toothache "n Russi&to 
replacing k*t ffictfit tickets to 
Jakarta, has been unveiled by 
Thomas Cook, thetravei 
agency. . 

Cflents can a hoffine wtth 
thefr cad membartitip 
nuntoer and are trans fe rred to 
an operator who speaks their 
tangoage. A computer - 
moping system locates the 
coiirtiy toey are In aid, where 



toe city and hotel. 

? can than tell 
; how to get to the 
‘ : hosptel, for example, 
rtoertine being the 
i'&belrig marketed 
rtebompartes with 
i cards oftoair 
! te abflnes, car 
f groups and hotel chains 
loyalty schemes, 
r ft wffl be sold to 
Itrareliere. 

Rifrer approach 

jfi Atlantic, the airline, is 
ferry premium-fare 
(Upper urH customers Into 
Ionian byooat along the 
TharW from a jetty at 
Brentford to Tower Bridge. 
There. W* be a bus from 
Heathrow to the river and the 
Journey wffl take about an 
hour. The.-free service starts 


ins take off 



newly opened 
b overcoming toe flight 
delivery delays 
its tost days. The 
authority claims that 
a week of opening the 
hold-up 
from 1 hour 40 
to 12 minutes, with 
ent of aircraft getting 
away bn schedule and 96 per 
cent within half an hour. 

Roger Bray 
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This is the Wegner festivsTs 
SS£?ond consecutive year wiftout 
a new production. Dieter Dam’s 
steghTB of DerfifisgancfeWoWn, 

® revived with Atan rrtuB n tfre 


tittaroteand Cheryt Studeras 

Santa Tharestuf thepragramme 
conwtetrf Wbtfgmg Wagner 
(right) productions of 




THE ARTS 


LavtnaWttad Wrchner-fSig, wifo 
John Tomfinson (below left w»i 
Deborah Fotaskfy as Wotaa 

SALZBHR6 - ' 

"The 1998 festival opens on '*■..> 
Thursday with a choral concert 6n 
Salzburg cathedral conducts by 

Ivwi Fischer. The first-two opera . 
premfares -are- Mahegoany on , ‘ - 
.Frkby, starring Catharine.-^ 
Malfltenb and Gwyneth Jonas, 
and Katya Kabanova on Sunday; 
staged ty C hr r &ftjp fi Marthaier.-. - - 
and conducted by SfcrtvairF. 
Cambreflng.Tha festive runs tor 
six weeks, and fcrctudes a 
Beethoven cycle conducted by 
Sir Simon. Rattle. , • 

LONDON 

The. Open Air Theatre, Regent's 
Park, launches teaneuaHnusteql . 
tvs week: Jute Styrie’s vetsfanctf .. 



Ganttemen Prefer Blondes opens 
an Thursday. Sara Crowe and 
Cft» Rowe lead the cast 
: ‘ At the Barbican, the Inventing 
America festival moves onto its 


latest production, 2.5 Mnuta 
Ride, written and performed by 
U83 Kron (bstow) at the Pit 
This weekend at the National 
Theatre, the Bccemrie genius of 
the fringe; Kart Campbell (right), 
presents his Hdjgfo Macbeth at 
the Cottestoe Theatre. 

Rim and theatre efireetor 
Chafes Sturidge (Bndeshead 
/tews^ rakes his opera * 
debid tom orrow with a ‘ ■ 

staging of Handel's 1 

To/omeoloF BroomhiB ' ’ 1 
Opera at Christa 
Hospital, Horsham. 

. This wB be the first 
ItaSan-ianguage M 

production of the operate ™ 
the UK since Handel's day. 
hfictwlas Kraemar conducts. 

TORRE DEL LAGO 

The open-air Puccini festival, . 


ac^ortng the viHa and lake 
where ha composed most 
of his operas, opens on 
Friday and runs tffl August 3. 
There are two productions 
this year. Tuiandot and a 
double trffl of Gram*' 

Schtcchi and Mascagni's / 
CavaBeria Rusticana. 






/• 

Maestro colours 
in the clarity 


Yan Pascal Tortelier has finally found his 
own spotlight, writes Andrew Clark 


It’s all a question of back' 
ground, says Yan Pascal Tor- 
telier. “Nothing 1 do now, 
even if I take it as a compli- 
ment that my work as a con- 
ductor starts to blossom, is 
anything other than develop- 
ing what I inherited from my 
upbringing." 

Seated in the drawing- 
room of Tortelier's London 
flat, we are discussing Iris 
choice of works by Hindem- 
ith and Dutilleux for his 
Proms concerts this week 
with the BBC Philharmonic, 
and the increasing promi- 
nence of Lutoslawsfea, Elgar 
and Richard Strauss else- 
where in his programmes. 

The link between all these 
composers is that their 
music was bread-and-butter 
to the Tortelier household in 
Paris in the 1850s. Some, like 
Dutilleux and . Hindemith, 
were Mends of his father, 
the cellist Paul Tortelier. “If 
I had not been exposed to 
Hindemith's beautiful Cello 
Concerto when I was a kid, 
and been introduced to him 
personally, I might not be 
playing his music today. 

“My life in music ema- 
nates from everything I 
received at an early age. 
Even when I started con- 
ducting 20 years ago, l was ( 
looked on as the son of Tor- 
telier, and I got engagements 
in that context It has taken 
me 20 years to establish 
myself." 

Tortelier, at 50. is finally 


acknowledging what the 
music industry has known 
for some timo — that he bam 
stepped out of his father's 
shadow. He no longer has 
anything to prove to himself, 
and this hard-won confi- 
dence is reflected in the 
standard of orchestras he is 
being invited to conduct He 
recently made successful 
debuts with the San Fran- 
cisco Symphony and Royal 
Concertgebouw. Next month 
he conducts the Boston Sym- 
phony at Tangiewood, and in 
October he : has his first 
major engagement in Paris. 

That should be another 
rite of passage - though not 
as fundamental as his deci- 
sion, more than 20 years ago, 
to give up the violin in 
favour of conducting, or his 
subsequent move to the TJK- 
Tortelier may have lost none 
of his Gallic char m in the 
process, but he can justifi- 
ably describe himself as “the 
most British of the French 
and the most French of the 
British". 

Like his father, whose 
engagement by Beecham in 
1947 launched his interna- 
tional career, Tortelier owes, 
much of his success to the 
opportunities he found on 
the UK side of the Channel. 
Having raised the profile of 
the Ulster Orchestra in the 
late 1980s, he was appointed 
chief conductor of the BBC 
Philhar monic six years ago. 
beginning a love affair that 


has seen a steady rise in the 
orchestra's popularity - on 
CD as much as in the con- 
cert hall. It has never 
sounded better. 

Tortelier may not yet 
count himself a natural 
interpreter of British music, 
“but I'm happy I've readied 
a level of collaboration with 
my Mends in Manchester 
that allows me to test myself 
on Elgar’s big works, which 
I wouldn't dare to do with 
other orchestras. I know I 
ran rannt on the BBC PhQ- 
harmonJc to help me" - just 
as, in the opposite direction, 
Tortelier has enriched Brit- 
ish musical life with his 
understanding of French 
repertoire. Debussy. Ravel, 
Dutilleux. Messiaen have 
long twn his calling 
So what are the prime quali- 
ties be looks for when he 
conducts their music? Col- 
our or clarity? 

“A mixture of the two. If ft 
was strictly detailed, it could 
easily sound dry. If it was 
merely impressionistic, it 
could be mushy. . The 
impressionist' label too 
often becomes an excuse far 
taking liberties. The chal- 
lenge of French music is Its 
mixture of freedom and rig- 
our, and that's something 
that actually applies to all 
art. You have to grasp the 
detail - and clarity- firgt, 
before you can ap£&&B 1$£'; 
ours and the elastitity.- Jh 
phrasing, which it must also 
have. Anglo-Saxon orches- 
tras capture this well: a Brit- 
ish player produces a more 



Yan Pascal Torteflen Wien you work on Du&Baux's score you reafisa that tills man fs a jew otor of composition' 


delicate and refined tone 
than the typical German, 
Russian or Japanese player." 

And the typical French 
jriayex? Tortelier^admits he' 
little nervous about htiT 
forthcoming debut with the 
Orchestre National de 
France.' French orchestras 
have a reputation fix* being 
difficult; Tortelier himself 


played in one, in Toulouse. 

“I find it frustrating, and 
occasionally absolutely won- 
derful, that the individual 
standard in a French orches- 
tra can be so impressive. 
What destroys it all isthat 
they remain terribly individ- 
ual. The number one quality 
in an orchestra is ensemble, 
and ensemble is not by defi- 


nition a French quality. This 
is a contradiction that the 
conductor has to cope with. 

“Curiously, some of the 
best orchestral play- 
ing we had in France was 
during the German occupa- 
tion. Although they’re terri- 
bly individualistic, the 
French are very impressed 
with German authority." 


And German music re- 
mains “the only universal 
language" for Tortelier. His 
choice of Hindemith's E flat 
Symphony for tonight's 
From reflects bis admiration 
for a composer whose output 
is often dismissed because of 
its manufactured appear- 
ance. 

“What appeals to me is a 


certain austerity, a classi- 
cism in the way it is made. If 
you only stick to the surface 
in Hindemith, you get bored 
- just as you do with Bach. 
But if you dig further, you 
trill find originality, chal- 
lenge. experiment, charm 
and wiL Yes, wit! As an 
interpreter, you have a duty 
to take the audience and 
musicians beyond the manu- 
factured quality and find 
what lies behind." 

The Prom on Wednesday 
includes the UK premiere of 
Du ti Ileus’s The Shadows q f 
Time, a 22-minute piece for 
orchestra and child's voice 
commemorating all children 
who were victims of the sec- 
ond world war. Flicking 
through the score. Tortelier 
cites movement-titles such 
as Vagjics de tumien (Waves 
of Light) as Indicative of the 
elusive quality of Dutilleux’s 
music. 

“It's a world of the imagi- 
nation - evocative, poetic, 
the opposite of harsh, 
aggressive, down-to-earth. 
When you work on this 
score you realise that this 
man is a jeweller of composi- 
tion: he has the art of creat- 
ing sounds, colours, effects, 
as if he was working on dia- 
monds." 

Tortelier says it has taken 
time for the world to recog- 
nise Dutilleux, a process that 
reflects the composer's 
refusal to bow to postwar 
fashion on the one hand, and 
his slow, steady method of 
working on the other. “I 
always believe that when it 
takes more time, it has more 
depth," says Tortelier. 
“That's the way it is with 
Dutilleux. It’s like wine. If 
it's a good wine to begin 
with, it can only get better 
and better." Just like Torte- 
lier himself, really. 

Proms Ticket Shop: 00-44- 
171-589 8212, 


''i . ' 
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DANCE SWAN LAKE 


Ugly duckling becomes a swan 


The Royal Ballet's s tag in g of 
Aeon Lake, which has lately 
entered the repertory at the 
Coliseum, has the merit of 
getting better as it goes 
along. 

It would, indeed, be hard 
for it to sink lower from the 
nadir of its first act. Here, 
eye and attention are every- 
where distracted from the 
dance and the not-very- 
considerable dramatic 
action. There are ribbons, 
goblets, ancients with arque- 
buses, globes, a maypole, the 
creepiest tutor on record, 
dropped goblets, tipsiness, 
children, and that fearful 


air of “acting" that involves 
the shaking of heads and 
gesture of transcendant 
vapidity. 

Only two things are miss- 
ing: a bridge tournament, 
and any hint that Swan Lake 
is a lyric tragedy. There- 
after, sanity reasserts itself, 
though the mini-drama of a 
drunken cadet in charge of a 
loaded crossbow that pre- 
cedes the arrival of the 
swans in Act 2 is a must for 
the cutting-room floor. The 
infuriating thing about all 
this is that the dance-text 
throughout the ballet is fine, 
and more accurate and more 


honourable than In any 
other production I know. We 
see . Ivanov's and Petipa's 
dances, tree and beautiful 
and in them lies the great 
virtue of the piece. As they 
assert their hold over our 
imagination and, I suppose, 
as we get used to the decora- 
tive caprices of Yolanda San- 
nabend’s design (which also 
g»fas in grace as the staging 
progresses), we have a vision 
of Swan Lake that does not 
deceive us. Here is tragedy 
of resonant power that 
haunts the viewer as it 
haunts the scare. 

This performance brought 


the debut of Muriel Valtat as 
Odette/Odile. with William 
Trevitt as her SiegMed. I 
can but guess what feelings 
of stark terror attend such a 
first performance for an 
apprentice ballerina, with 
those stupid fcuettds loom- 
ing cm the horizon to sap an 
artist’s resolve. But . Miss 
Valtit/ dear of physique, 

. secure in manner, took to. 
the lake and to the vertigi- 
nous demands ol the ball-, 
room and, like the s ta g in g 
itselt got . tetter as the after- 
noon went an. 

Her account of the role is 
as yet a careful sketch, but 



Reflecting the central truth: the Royal Baflefs *Swan Lake' 


she shapes the dances, looks 
for the poetry - shyly, but 
we sense that it 1$ poetry - 
and we know that she will 


soon find mare in the drama having to fight his way 
to Are her reading. against the idiocies of the 

William Trevitt is also a opening scene, but he is a 
slow starter in this staging, sound partner, a clean and 


decent dancer, and by the 
third act. his portrait of a 
prince distraught at his fate 
is fired by vivid emotion. 
The last act, music and 
dance in one long-sustained 
elegiac phrase, is a proper 
culmination with the corps 
de ballet an exact reflec- 
tion of the ballet's central 
truth. 

The production sits weD, if 
a bit murkily, on the Coli- 
seum stage. Viktor Fedotov 
led a taut and cogent 
account of the score - the 
swan-maidens were brought 
on in Act 2 with speed - and 
and he was, as ever, an 
invaluable and attentive 
guide for Odette/Odile. 

CJemeirt Crisp 

CoBseun, Londoo. 
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INTERNATIONAL 

Arts 

Guide 

AMSTERDAM 

EXHIBITION 

Rijksmuseum 

Tel: 31-20-673 2121 

Olympic Gods: survey of foe most 

beautiful classical deities In prints, 

drawings and photographs, on foe 

occasion of foe Gay Games in 

Amsterdam; to Aug 16 

EDINBURGH 
EXHIBITIONS 
Royal Museum 

Tet: 44-131-225 7534 
wwwjims.ac.uk 
Chinese Lacquer 48 objects 
selected from foe museum's 
lacquerware collection, the oldest 
of which Is more than 2,000 years 
old. Highlights include an eared 

cup from the Han dynasty and two 

18th century Qbig thrones: to Mar 
2d 

Scottish National Portrait GaHery 
Tak 44-131-624 6200 
Robin Gil landers: Little Sparta 
Photographs of the painter Ian 
Hamilton Findlay's garden at 
Dunsyre in foe Pentiand Hina. 
Gklanders has been working there 
since 1993 and the display 


includes a range of collaborative 
works - posters, prints and 
postcards; to Nov 29 

GUMMERGLASS 

OPERA 

Alice Busch Opera Theater, 

Cooperstown 

Tek 1-007-5472255 

• The Mother of Us All: by Vega 
Thomson. Conducted by Stewart 
Robertson in a new staging by 
Christopher Alden. with sets by 
Allen Moyer; JuJ 20. 

GLYNDEBOURNE 

OPERA 

Gtyndeboume Festival Opera 

Tel: 44-1273-815 000 ' 

• Capricckr by R. Strauss. 
Revival conducted by Andrew 
Davis and directed by John Cox. 
The Countess Is sung by Kiri Te . 
Kanawa untfi Aug 5 and fosreafter 
by Fefidty Lott. With foe London 
Philharmonic Orchestra; Jul 22 

• RodeSnda: by Handel New 
production directed by Jean-Man® 
VBtegier.Wtth foe Orchestra of foe 
Age of EnKghtenment conducted 
by William Christie; Jul 20, 24 


GRAZ 

dance 

Opemhaus 

Tel: 43-316-80080 
• Kirov Ballet Swan Lake; Jul 20, 
21 

LONDON 

GONCCTTS - - 

BBC Proms, Royal Albert Hall 


Tel: 44-1 71-589 8212 

• BBC Phi harmonic: conducted 
by Yan Pascal Tortelier in works by 
Bernstein, Ravel, Gershwin and 
Hindemith. With piano soloist Louis 
Lottie; Jul 20 

• BBC Philharmonic: UK premiere 
of The Shadows of Time by Henri 
Dutilleux, conducted by Yan Pascal 
TotteRer. Programme also includes 
works by Tchaikovsky and 
Poulenc. With foe Chester Festival 
Chorus and the London 
Philharmonic Choir, and soloists 
Alison Hagley and Edward 
Burrowes; Jut 22 

• BBC Symphony Orchestra- 
world premiere of a new work by 
Julian Anderson conducted by 

■ Andrew Davis. Programme also 
includes works by Bgar, Bruch, • 
and Vaughan Williams; Jul 21 
WfgmoreHaa 
Tet 44-171-935 2141 
Rodney GUfty. recital by the 
barit o ne of a programme including 
works by Schubert. Schtanann and 
Gershwin. Accompanied by Roger 
Vignolas; Jul 24 

EXHIBITIONS 

Concourse Gallery, Barbican 
Centre 

Tet 44-171-538 8891 . 
wwwdjafbican.org.uk 
- Absolut Cobblers: shoes 8S art, 
created by acme of Britain's 
feeding shoe designers and shown . 
alongside work by students of_ 
Cordwtiners College: to Aug 16 
Hayward Gallery • 

Tel: 44-1 71-281 0127 
www.hayward-gaHay.org.uk 
Bruce Nariman: spanning the : 
career of tha American artist. 
b.1941, this exhibition focuses err 
Ns relationship with language, and 


includes sound and video 
ftstaJtetions as well as neon pieces 
Ifire One Hundred Live and Die 
(1984). The exhibition has been 
seen in Paris and wffl travel to 
Hetsinkj; to Sep 6 
Na tional Gallery 
Tet 44-171-839 3321 
Venice through Canaletto’s Eyes: 
taking the form of a journey along 
the Grand Canal, this display 
brings together 23 paintings and 
drawings of foe artist's native city, 
mainly drawn from British 
collections: to Oct 11 

OPERA 

BBC Proms, Royal Albert Hall 

Tet 44-171-589 8212 

• Angel Magidc London premiere 
of this specially commissioned 
one-act opera by John Harte, 
conducted by John Harte in a 
staging by David Pountney; Jul 21 

• Fatstaff: by Verdi. Semi-staged 
production directed by Ian Judge. 
With the Monteverdi Choir and 
Orchestre R6volutionnaire et 
Romantique conducted by John 
Qot Gardiner: Jul 25 

MUNICH 

OPERA FESTIVAL 
Bayarfsche Stastsoper 
Tek 49-89-2185 1920 

• Don Giovanni: by Mozart 

Conducted by Peter Schneider in a 
staging by Nicholas Hytner, 
designed by Bob Crowley. Cast 
includes Alison Hagley; Jul 23 
m Setera: by R. Strauss. 
Conducted by Peter Schneider In a 
staging by Herbert Wernicke. Cast 
includes Marjana Lipovsek; Jul 20 

• Simon Boccsmegre: by VertfL 
ConChjetad.by Fabio Luisi in a 


staging by Tim Albery, with seta by 
HUdegard Bechtter and costumes 
by Nicky Gi Hi brand. Cast includes 
Amanda R oocroft and Alan Opie; 
Jul 21 

SANTA FE 

OPERA 

Santa Fe Opera 

Tet 1-505-986 5900 
www.santafeopera.org 
Beatrice and Benecfict by Berlioz. 
New production directed by Tim 
Albery and designed by Jennifer 
Tipton. Susan Graham wffl sing the 
rote of Beatrice, with EBzsbefo 
Futral as Hero. The conductor is 
Edo do Wsart; Jul 22 

SCHLESWIG- 

HOLSTEIN 

CONCERTS 

Schleswig-Holstein Musk: 

Festival 

Tet 48431-567 080 

• Filatmonlca della Seals: 
conducted by Rafael FrQbeck de 
Burgos In works by Mendelssohn 
and Respighi; Musk- und 
Kongresshalle, 1X1 beck; Jul 21 

• PhBharmonfe der Nattonen: 
conducted by Justus Frantz in 
works by Liszt and Bartok. With 
piano soloist Stanislav loudenitch; 
Schkjss. Kief; JuJ 23 . 

ST PETERSBURG 

EXHIBITION 

State Hermitage Museum 
French Master Drawings from foe 
Pierpfant Morgan Library: part of a 
historic cultural exchange, featuring 
■120 drawings, sketchbooks and 


albums drawn from the Library’s 
permanent collections. Highlights 
will include works by Cezanne. 
Delacroix, Ingres and Poussin: to 
Jul 25 

STUTTGART 

OPERA 

Staatsoper Stuttgart 
Tat 49-711-202090 

• Akana: by Handel. New 
production by Jossi Wieler and 
Sergio Morabito, conducted by 
Alan Hacker, with designs by Anna 
Viebrock; Jul 20 

• Tosca: by Puccini. New 
production by Willy Decker, 
conducted by Lothar Zagroseic 
Jul 21, 24 

TOKYO 

CONCERT 
Suntory Hall 
Tet 81-3-3584 9999 

• Nagoya Phlfliarmonic: 
conducted by Ken-ichiro 
Kobayashi in works by Smetana 
and Sainf-Sa#ns; Jul 20 

DANCE 

Orchard Hall, Bunkamura 
Tel: 81-3-347? 9999 

• National Ballet of Spain; Jul 25 

VERONA 

OPERA 

Arana di Verona 
Tet 39-045-800 5151 
vnvw.arenaJt 

• Tosca: by Puccini. New 
production by Giufiano Mental do, 
with sets by Luciano Rlcceri. Cast 
Includes Ruggero Raimondi and 
the conductor is Angelo Campori 


(Zubin Mehta 7-14 Aug); Jul 25 

• Un Balks in Maschera: by Verdi. 
New production by Giutiano 
Montaldo with sets by Luciano 
Rlcceri. Conducted by Daniel Oren 
(Angelo Campori on Aug 26). Maria 
Guleghlna sings; Jul 24 

YOKOHAMA 

EXHIBITION 
Sogo Museum of Art 

Tel: 81-45-465 2361 

• Aubrey Beardsley: more than 
200 drawings, prints, posters and 
books created during foe brief 
period of foe artist’s tamo; to Jul 
20 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN In te rna tional 
Monday to Friday. GMT: 

0630: Moneyiine with Lou Dobbs 

13- 30: Business Asia 
19.30: World Business Today 
2280: World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 0850; 0ft20; 
1020; 11:20; 11:32; 1220; 1320: 

14- 20. 

At 0820 Tanya Beckett pf.FTTV 
reports live from UFFE as foe 
London market opsnaF***'*" 
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COMMENT & ANALYSIS 


Malaysia’s reality check 

After months denying the depth of his country’s crisis, there are signs Mahathir may 
be ready to take appropriate action, says Sheila McNulty 



W hen financial 
disaster struck 
Asia last year, 
Mahathir 
Mohamad. Malaysia's prime 
minis ter, said that, for his 
country at least, the crisis 
would be over in six months. 
Malaysia did not need struc- 
tural reform. Its economy 
would grow - albeit mod- 
estly - in 1998. The banking 
system was not in danger. 
And Malaysia would never 
undertake reforms pre- 
scribed by the International 
Monetary Fund in return for 
financial assistance- 
Twelve months later, 
those words ring hollow. 
Economists are predicting 
the economy will shrink fay 
at least 5 per cent this year, 
the first contraction in 13 
years. The likelihood that 
Malaysia will be forced to 
seek IMF assistance is 
increasing. 

“They don't need it now. 
But as the economy deterio- 
rates further, it becomes a 
larger risk,” says Daragh 
Maher, economist at ZNG 
Barings. 

Even experts have been 
surprised by how swiftly the 
economy has worsened. The 
lack of transparency in pri- 
vate accounts makes assess- 
ing the depths of tbe crisis 
difficult. And tighter control 
of an already timid media 
will make it harder. 

But the economy is slow- 
ing so fast that window- 
dressing is no longer 
enough. True. Malaysia does 
not have the high level of 
foreign debt that over- 
whelms its neighbours. The 
near-halving in the value of 
the ringgit has not hurt as 
much as devaluations else- 
where. But domestic lending, 
at 170 per cent of gross 
domestic product, was the 
highest in south-east Asia 
when the crisis struck. 
Ranks are so overwhelmed 
with mminHng unpaid loans 
- some believe they will 
account for one-third of all 
loans by 1999 - that they 
have all but stopped lending. 
Share prices have plunged so 
far that 97 companies traded 
below their initial public 
offer prices this year. 

Companies are starved of 
cash. They want to sell 
assets, but few Malaysians 



Mahathir? facing the 


are buying. In a rare show of 
boldness, the Securities 
Commission said it wanted 
the foreign equity limit in 
local stockbroking firms to 
rise to 70 per cent (from 49 
per cent) to support those in 
trouble. Though its request 
was turned down, Anwar 
Ibrahim, finance minister 
and deputy prime minister, 
indicated last week that Mal- 
aysia might review foreign 
ownership restrictions for 
some companies. 

It might have to. Even big 
and well-placed companies 
are succumbing to the eco- 
nomic battering, lime Engi- 
neering, a unit of Renang. an 
infrastructure conglomerate 
with good political connec- 
tions, last week became the 
latest in a string of compa- 
nies to seek court protection 
from creditors. 

But Dr Mahathir fras thus 
far bitterly resisted any 
attempt to let foreign inves- 
tors assume control of local 
companies. He fears that if 
he opens the door to them 
and, by extension, to the 
IMF, it could sound the 
death-knell of a system he 
has nurtured for 17 years. ’ 

Through his “national ser- 
vice" system companies 
were given privileges in 
return for performing 
(unprofitable) public deeds. 
A race-based affirmative 
action policy, financed by 


of ha earner Ashley Ashwood 


years of rapid growth, 
enabled the historically 
poorer. Malay majority to 
progress. 

Economists are now blam- 
ing those years of affirma- 
tive action and “corporate 
cronyism" for stifling com- 
petitiveness. They say the 
policy of “growth at all 
costs" caused the imprudent 
lending that now over- 
whelms banks. 

Many economists argue 
that Malaysia will have to 
reform, just like its neigh- 
bours. Either it can drag the 
process out. d Is Japan, or 
get it over with. “The econ- 
omy has to go through the 
adjustment process.” says 
Kostas Panagtotou, senior 
economist at wim Rng Secu- 
rities. “There Is no going 
back - with or without the 
IMF." 

As economic news has 
gone from bad to worse. Dr 
Mahathir appears to have 
realised this. Over the past 
few weeks, be has disman- 
tled Malaysia’s austerity 
package and sidelined its 
author, Anwar Ibrahim. He 
has elevated Dalm Zainud- 

riin, his wmfiHant and chief 
economic adviser, to cab- 
inet to oversee a new expan- 
sionary economic policy 

But. despite the rhang p of 
■heart. Dr Mahathir is having 
a last stab at doing it bds 
way. He hopes to get money 


through the backdoor, with- 
out IMF strings attached. 
Malaysia wants to spend 
M$12bn (£&9bn) ou infra- 
structure and social develop- 
ment; it needs M$25bn to 
buy non-performing loans 
and assets from financial 

hwtitntiftng; and economists 

reckon it could require up to 
M$40bn to recapitalise 
banka. 

Dr Mahathir is .writing aid 
from multilateral agencies, 
and wants to raise cash 
through bonds issued to for- 
eigners. Obtaining credit 
should be possible given 
Malaysia's relatively low for- 
eign debt, but raising money 
in the international capital 
markets might take more 
time than Malaysia can 
spare. 

Dr Mahathir 1: as not 
exactly endeared himself to 
investors with his endless 
haranguing. For tbe past 12 
months he has accused for- 
eigners of abandoning Mal- 
aysia’s markets as part of a 
conspiracy. And only weeks 
ago. he was warning of a vio- 
lent Asian backlash if for- 
eigners took advantage of 
the crisis by seizing control 
of regional economies. 

Neither can investors be 
certain what homespun rem- 
edy Dr Mahathir will ChOOSe 
to finance next. Nor can 
there be guarantees that 
money will not be wasted on 
reviving the broken busi- 
nesses of the well-connected. 
Any bonds issued by Malay- 
sia will doubtless cany a 
substantial risk premium. 

This is Dr Mahathir’s final 
effort to avoid opening up 
the economy. But there are 
gigriK that he Is preparing to 
give ground. Tbe very feet 

that hia g mn ar mnant admltc 

the economy will contract - 
even tho ugh it Is still under-' 
aatimating the depth of the 
recession - suggests he 
knows he is feeing file big- 
gest crisis of his career. 

Recent comments i ndicat e 
Dr Mahathir would rather be 
remembered for reviving the 
economy than bankrupting 
the nation. “If we still can- 
not solve tbe economic prob- 
lems, maybe one day we will 
have to bow to the IMF," he 
said in a revealing moment 
That day may come sooner 
than he thinks. ' ! 


Oil and gas industry best prospect 
for triggering Russian growth 


From Mr Frank Dvfjield. 

Sir, Your leader “Aiding 
Russia" (July 13} explains 
very cogently why there is 
“no sensible alternative* to 
giving Russia a financial 
support package capable' of 
providing the breathing 
space needed to pursue the 
reform policies to which this 
Russian government appears 
to be committed. 

However, this breathing 
space will be to no. avail if 
measures are not taken now 
to encourage long-term awd 
sustainable growth in the 
Russian economy. Invest- 
ment In the regeneration 
and further development of 
Russia's oQ and gas industry 
offers fiie best and, possibly, 
tbe only prospect for trigger- 
ing fids growth. 

I have had the privilege of 
managing until recently the 
one oil and gas project in 
Russia (the Sakhalin II proj- 


ect) in which Significant for- 
eign capital his- been- 
invested over the past three 
years. I.have experienced at 
first hand the immediate 
positive social and economic 
jmpgfft such investment has 
had at the regional level. At 
the same time I have experi- 
enced the challenges of 

flfcmazjng an il tnmnplny flip -. 

risks of such investment ip 7 
the current Russian.' fiscal 
and legal environment. 
Those challenges are form!-, 
dablfi. 

The Sakhalin IT project 
was able to get under way, 
with the sap p ort of finance 
from the European. Bank for • 
Reconstruction and Develop- 
ment and other multilateral 
credit agencies, due to a 

nrnntw nfpar Mwilur rfii aim. 

stances. But investors and 
lenders have made, dear 
that, in common with other 
projects, they will find: fur- 


ther investment very diffi- 
cult to huAlQr without the 


-vide a stable, long-term legal 
and fiscal 'basis . fori invest-_ 
mart. .■ 

A number a£ measures* 


such as a tax 

auction sharing have; 

pwiiHwy fCBT «ifn» Hmo' 
ft may not be app i^p riate.to 
include epactnimC. 

‘in a Hst of pdfor cSadhions 
to be prepared ' 
national Monetary Fund. 
But -it is critical the:RusMan 
govertrmentefbe^ pressed -to 
progress this.' legislation. 
Without it ^nye&ment 'will 
not oaatr .and the support 
package will, . be^no more 
effective .thap' a: bandaid 

RPpttnrt to a stashed artery. 

FILDoffleld, -l-?,*":. 

10 King Road, 

Beckenham, . 

Kent BR3 4JB, UK 


Share price a fair measure of management 


From Mr Malcolm Kitchen. 

Sir, Brian Fenwick-Smlth 
argues (Letters, July 15) that 
“management remuneration 
should return to a link with 
long-term performance of 
the company" and against 
tying remuneration to the 
performance of shares. I 
agree with his first point, 
but would argue that mea- 
sures based oh the share 
price provide the best way of 
establishing such a long- 
term link 

The finking of remunera- 
tion to accounting perfor- 


mance measures [ such as 
profit or per -share 

is far more likely to ehechns 
age short-term riorfainn mak- 
ing. Financial and manage- 
ment accounts (ymtain only 
historic information, while 
the market; discounts a com- 
pany's ftiture prospects in Its 
share price. I n v e s tmen t to 
the f utu re <*m therefore be 
reflected in the share price, 
while the .accounts will, 
record only . the short-term 
cost. 

Volatility of shar e prices is 
not evidence of short ter- 


misan by . investors but 

reflects the reality that tbe 
world is -ah Uncertain place 
and that expectations of the 
fixture.- can change quickly. 
No measure ctf management 
performance is perfect, , but 
the total return to shaiehoM- 
ers, taken over -a sufficiently 
long period, still 'appears to' 
be fiie best available at pres- 
ent 

MiiWIiw 

Hoare Govett, ", . . 

4 Broadgate, 

London EC2K 7LS, DK . 


Potential for 


expensive 

confusion 

FrmtMrGSesDpnison. 

- Sir, The current discus- 
sions about Emii and the 
introduction of the -euro 
have not' yet recognised a 
potential Source of consider- 
able confusion for U6T trad- 
ers busring sxid selling goods 
and services with trading 
partners in fiie u partkdpat- 
ing states. These .trading 
relations, negotiations and 
individual contracts will, 
inevitably twa the official EU 

«*iflnTtig fr - ratA - hi Qjo for mat 

of x euro GBP. 

ft bad/bam.timugU that 
all banks in London would 
follow, suit but,, if market 
reports are correct, appar- 
ently some banks plan in 
their retail business with UK 
traders to continue to quote., 
the euro far the fonn 1 GBP =» - 
X euro. These* are probably 
still mainly plans, but in. the. 
forward.forex market there 
must already be an increas- 
ing volume of transactions 
involving UK traders matur- 
ing in 1999. 

:The .concurrent use of two 
methods 'of . quoting the 
exchange rate .for the euro- 
cas only 'lead to confusion. 

wri«ninjl E» rt3mritng j>nri foggeS 

for CK traders doing 
business in ■ euro . within 
the £17, the UK's largest 
market. 

It is to -be hoped that all 
banks wDl on reflection use 
the 1 euro = Z GBP format In 
their retail business. ■■ 


Giles Davison, 

3 Queenswood Park, 
London N3-JLUN, CK 


All lose out by Commission’s extra duties on cotton fabrics 


From Mr Mathew 
KaShanpram. 

Sir, You reported (“Brus- 
sels action wins support", 
July 14) that four EU states 
- Italy, Fiance, Spain and 
Portugal - defended the 
European Commission 
against strong protest by 


eight states about the 
“regre tta ble decision" of fixe 
Commission -to impose e xtr a 

impart duties rn tmWiwAri 

cotton fabrics from six east- 
ern countries. 

These states • are either 
unaware o£ ar deliberately 
Ignoring, the faulty proce- 


dure of the Commission in 
confirming dumping on the 
basis of “constructed”, 
namely made up, -figures. 
The disclosure documents 
Issued by the Coiimdfisidn tea 
April hear out -that fiie val- " 
ties were' "constructed". The 
four statesare under anflln- 


skm they are beneficiaries of 
the Commission's incorrect 
action. In reality, they are as 
much losere as the eight 
states which protest, 

fl j fo fl fe W Val kft n^ m frn, 

BTHtoem Street, ■' 
Manchester HI SLY, UK 
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Find the right 
investor for 
your type 
of business 
- first time. 


“The Guide allowed us to pigeon-hole our 
business so we didn't waste any time or resources 
in approaching the wrong venture capitalists 

RonrWyfe. MD «f Accau Kayboanlm Led (facnaMr Aba* <IOin) 



Private equity encompasses everything from large l e v er a ged 
buy-out deals to the more traddonal venture capital 
c han nel ed into sort-up or early stage businesses. 

If you are looking to buy-out, buy-Jn. expand or start a 
business then you coddnt do better then invest In m copy of 
The Venture Capital Report Guide to Private Equity A 
Venture Capital in the UK & Europe, 1998 Edition. 

Containing over 220 sources of Investment in the UK and 
Europe, each entry shows: 

♦ the type and value of i n v cs o ii ct m considered 

♦ the number of investments already made 

♦ the decision making process 

♦ biographies of kqr executives 

♦ investme n t portfolios, showing both successes 
and failures 

Ensure you have Iruian t access to the most up-to-date 
and thorough private equity and venture capital 
Info r ma tion available. 


9TH EDITION AVAILABLE NOW 


♦ Fax your order toe +44 (0)1704 5044S5 

♦ Call our Order Hotline on: +44(0)1704 508080 

♦ email us ac 

pftinaiVJdK^distifiMitton^pearson-prtxcofTi 

♦ fost this form ox financial Times Management, 
Department CS, FREEPOSTLON8643, 
SOUTHPORT, Merseyside, PR9 9BR 


KNUKUl.TtMES 


MANAGEMENT, 

wwwAi n iii jg ementcnm 



Priority Order Form 


RISK FREE GUARANTEE 

l understand that tf I an nac toerify uajSed woh thn book I map 
return k. *1 raaMta coraStion. wfcfen 28 ttys of the invoice 
due and I wril be fofly reftmfcd. 


TM. 


. VCR 123 when pbon S ym.r or<J l 


oty □ copy/Ms of The VCR <SuMc to Private Equity R Yemen 
Capital In tfM UK A Europe, 1998 EdUen 
4Q £19100 each, pfux pSp .0950873489 

WmAPkddas 

UK: £700 par ordtr.Europ*: £9.00 per book, (test eWorld; CI20Q 
per book 
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A s the fanwrh date 
of the euro on 
January 1 1999 
draws - eyer 
nearer, it Is a sobering 
thought that as many cur- 
rency unions have collapsed 
during the 20th century as 
have been created. 

The Austro-Hungarian 
empire, Czechoslovakia, 
Yugoslavia and the Soviet 
Union have all seen political 
disintegration accompanied 
by monetary dismember- 
ment. Only five significant 
currency or exchange rate 
unions have been created, of 
which four survive (the 
Belgium-Loxembourg mone- 
tary Union, the CFA zone in 
francophone Africa, file 
Common Monetary Area In 
southern Africa and tire East 
Caribbean Currency Area) 
and one has collapsed (the 
East African Community). 

Using historical -parallels 
to assess file prospects for 
European monetary union is 
not easy because there, is no 
precedent 'for the crea ti on of 
a cross-border monetary alli- 
ance on anything like this 
scale But, there are some les- 
sons from the ways In which 
nation states have asserted, 
shared or surrendered mone- 
tary sovereignty in the past 
that remain relevant. 

Michael Mussa, economic 
counsellor at the Interna- 
tional Monetary Fund, 
expresses tbe conventional 
view of monetary sover- 
eignty thus: “Virtually all 
the world’s nations assert -. 
and express their sovereign 
authority by maintaining a 
distinct national money. and 
protecting its use within 
their respective jurisdic- 
tions/ Money Is like a flag; 
each country has to hare its 
own." 

But although money , has 
been used since the dawn of 
modern civilisation, it wgs 
not until the 19th century 
that western governments 
first claimed the right to 
monopolise control over Ms 
Issue and management. 
Until then foreign coins, 
could enter a country and 
efreulate without particular 
restriction. - 

The experience of the US 
was typical As late as 1830 
almost one-quarter of the 
coins circulating in the 
country were Mexican pesos. 
Gold coins from Britain, 
France Portugal and Brazil 
also circulated widely, enjoy- 
ing explicit protection firm 

- 1 


History suggests that successful currency 
unfons depend on pdrtk^ objectives . 
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Federal le gi slation. During 
the 1850s new US silver and 
copper coins were intro- 
duced and shortly after- 
wards the dollar became the 
country's sole legal tender. 

Fully pAd g ftri fra rir m fl l pryr - 
naicies emerged in Europe 
and Japan at around the 
same thria. Id the wave of 
decolonisation that followed 
the second worid war it was 
taken for granted that each 
nation would want its own 
central h«wk and aurency. 

Mare recently, the Baltic 
states ef Estonia. Latvia and 
Lithuania, saw the creation 
of new currencies as a natu- 
ral complement to their new- 
found Independence when 
the Soviet Union dissolved 


private sector. Of value even 
in normal times, .Charles 
Goodhart a processor at fife 
London School of Econom- 
ics, c al ls seignorage the “rev- 
enue of last resent". Third, 
tbe scope to Influence eco- 
nomic activity by iriiflngwtg 
interest rates' and the 
exchange rate. Fourth, insu- 
lation from foreign in flu- 
enca. For example. Panama ’s 
use of the dollar allowed the 
US to cripple its economy 
while trying to displace Gen- 
eral Manuel Noriega hi 1988. 

•Entering a .monetary alli- 
ance. such as a gfagfe cur- 
rency, (Hlotes all these gains. 
Bat there are benefits too. 

For one thing , political 
symbolism works both ways- 


‘Not a single monetary union 
in the past came about because 
of a recognition of economic 
benefits of the union’ 


in late 199L. The other repub- 
lics tried to maintain toe 
rouble zone, but it 
collapsed as they scrambled 
to appropriate real resources 
with money in effect prin t ed 
unwillingly in Moscow. 

Benjamin Cohen, at the 
University of CsHHomia 

(Santa Barbara), says nation 

states gain from monetary 
monopolies in four ways.* 

First, as in the Baltic 
states, political symbolism. 
Second, seignorage - the dffc 
iterance between what a cur- 
rency costs a government to 
produce and toe resources tt . 
can c ommend from the-' 

'■ ' I . • 


It is conventional wisdom 
that progress towarda mone- 
tary union in Europe is 
driven as much by fixe desire 
to promote political union as 
by an assessment of eco- 
nomic pros. 'and cons. The 
repeated , efforts to forge a 

workable monetary anion in 
the German “ZoUverein" 
customs tution last century 
had a similar motivation. 

. Another gain Is an 
improved power position in 
reiatkm to the outside wo rld 
As the table constructed by 
Jacob Frenkel and Morris 
QMdstton shows, toe DMark. 
lags behind the dollar in 


t 


most dimensions that deter- 
-mine a currency’s interna-, 
tioaal attractiveness. Mone- 
tary union will make it a 
closer fight, although not as 
. qafckly as some might like. 

- Economists argue that 
mo netary sovereignty shou l d 
-be pooled if the micro- 
ecoDomic benefits of reduced 
. transaction costs, greater 
price transparency. Indus- 
trial specialisation and 
increased trade and invest- 
ment flows outweigh the 
macroeconomic flexibility 
that has to be sacrificed. 
This depends on many vari- 
ables, including wage flexi- 
bility. fiscal arrangements 
and the external distur- 
bances ah economy faces. 

"But as Paul de GErauwe,-at 
the Catholic University of 
Louvain, says: “Not a single 
monetary union in the past 
came about because of a rec- 
- ogmtiah of economic bene- 
fits of the union. In all cases 
the integration was driven 
by political objectives.” 

Professor Cohen argues 
that political factors also 
determine , whether currency 
anions survive. Two charac- 
teristics matter. First, is 
then a a dominant state (or 
hegemon) willing to keep toe 
arrangement functioning 
effectively an terms accept- 
able to all? Second, is there a 
genuine sense of community 
that win override the temp- 
tation for a participant to 
exploit Its fellows or .exit? 

“Where both are-present, 
they are a sufficient condi- 
tion for success," he argues. 
“Where neither is present, 
unions erode or fail " The 
Belgium-Luxembourg mone- 
tary union- typifies the .far. 
mai7 the East Aft-fran Com- 
munity typifies the latter. 

. What of Emu? One of the 
arguments for the s in gl e cur- 
rency is that it. waters down - 
the h e ge m o nic role Geraumy 
played in the - European 
exchange rate mechanism. 
As for a.sense of community, ' 
it has been strong enough to - 
drive the process so fer. 

But it is here that econom- 
ics surely eaters the equa- 
tion again. Europe's sense of - r 
community- is for stronger 1 
among its : political elites, 
than its electorates. If Emu 
delivers a poor . economic 
outcome, the . political glna ■’ 
may not be aiming enough to 
withstand popular diawift. 

*The Geography of Money, 
by Benjamin ' J Cohen, Cor- 
mil University Press 1S98. 
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Bringing tyrants 
to justice 


Fifty years after adopting the 
United Nations' universal decla- 
ration of h uman rights, the inter- 
national community has taken 
another historic step. The Rome 
agreement to create a court to try 
war crimes is a landmark in the 
quest for a mare decent world. 

Bringing tyrants and torturers 
to book will still be difficult The 
court can act only if the country 
where the atrocity has ta frpn 
place is a signatory to the agree- 
ment. Nor does the treaty make 
the use of chemical and biologi- 
cal weapons a criminal offence, 
and it has inadequate provision 
for internal conflicts. 

Despite these and other weak- 
nesses the treaty is a great 
achievement. For the first time. 
there will be a permanent court, 
based at The Hague in the 
Netherlands, with its own inde- 
pendent prosecutor, staff and 15 
judges. They will try cases of 
genocide, crimes against human- 
ity, war crimes, and aggression. 

There would be more reason to 
celebrate, however, if the United 
States had been a signatory, 
instead it has joined China, 
Sudan and Libya as one of the 
handful of countries voting 
against it 

Washing ton remained adamant 
that US troops serving around 
the globe should be subject only 
to justice meted out by US 
courts. This reflected the fear 
that its soldiers serving abroad 
could become vulnerable to polit- 
ically motivated prosecutions, it 
also had much to do with the 


long-standing antipathy to the 
UN of Senator Jesse Helms, the 
powerful chairman of the Senate 
foreign, relations rammttte** 

Yet the treaty includes ade- 
quate safeguards against 
improper use of the court’s pow- 
ers. This will complement, not 
replace, national judicial bodies, 
intervening only when a domes- 
tic legal system has been shown 
to fail There are also measures 
to prevent the prosecutor from 
abusing the office. And in an 
attempt to secure the agreement 
of Washington and other waver- 
ers, the treaty cnnfating a clause 
that allows signatory states 
a seven-year opt-ont from 
provisions regarding war 
dimes. 

T h es e terms were sufficient to 
allay the concerns of France, 
which like the US has troops sta- 
tioned across the world, as well 
as Britain, fia-nad a and other 
governments usually sympa- 
thetic to Washington’s viewpoint 

The hint by the US that it win 
now “actively oppose" the court 
from its inception and review its 
troop commitments in Europe 
and elsewhere seems unfortu- 
nately petulant 

Ratification of the treaty 
requires the signatures of 60 
countries, a process that could 
take up to five years, hi that time 
the s uperpo wer that sees itself as 
guardian of the world's con- 
science should think again. 
Otherwise it could jeopardise its 
claim to the moral high ground 
in international affairs. 


Military markets 


The te rminat ion of the merger 
between Lockheed Martin and 
Northrop Grumman has sent a 
confused signal to the US defence 
industry. But it does not mean its 
structure is to be frozen after five 
years Of MnmWilirtinn. 

It is true that this was the- last- 
possible deal on the scale of 
Boeing's purchase of 'McDonnell 
Douglas or Raytheon’s of 
Hughes. But there are other 
smaller Pentagon suppliers that 
could change hands, and North- 
rop’s days as an independent 
entity still seem numbered, with 
Lockheed at the head of the 
queue for its assets. 

The US government's block cm 
the merger, and its refusal to 
accept compromise offers, has 
left the Pentagon’s policy on con- 
solidation of the Industry opaque 
- especially as a long sequence of 
green lights was followed 
abruptly by a red one. The Penta- 
gon professes itself to favour 
both consolidation and ' competi- 
tion. It has given no Indication 
that it would block future deals 
unless they raise anxieties about 
the combination of vertical and 
horizontal integration as they did 
over airframes and electronics in 
the Lockheed case. The sale of 
Tracor, a defence electronics 
company, to GEC of the UK was 
cleared quickly. Further tests 
will be needed to establish the 
Pentagon's stance more exactly. 

For the benefit of the US. tax- 
payer, the Pentagon should 


obtain value far money in pro- 
curement in other ways than 
encouraging mergers and acquisi- 
tions. The restructuring since 
1993 will not result in lower costs 
unless companies that have sur- 
vived become leaner - and the 
Pentagon is still funding-substan- 
tial overcapacity. It also needs to 
push forward with reforming pro- 
curement along commercial 
so that companies that are 
not specialists are prepared to do 
business with it. This would 
drive down prices. 

Having enough players to 
make a competitive market is 
important. But in an industry 
requiring large development 
spending to make a relatively 
onaB and dwindling quantity cf 
products, the playing field Hr« to 
be global; to this extent. Wash- 
ington's stance an the Lockheed/ 
Northrop deal may be misguided. 

But a different view may be 
taken from Europe, where much 
restructuring remains to be done. 
Its com panies will need to com- 
pete with US rivals such as Lock- 
heed that win want to expand 
into Europe as they reach the 
limit s of domestic growth. The 
US experience provides several 
lessons: clarity of competition 
policy is vital - so far, there has 
been no signal from competition 
authorities. And the global 
marketplace must work both 
ways: Europe has to keep pres- 
sure cm the US to make procure- 
ment mare open to foreigners. 


Iraq’s ruin 




Last Friday Saddam Hussein 
celebrated the 30th anniversary 
of the coup that brought his 
Ba'ath party to power in Iraq. 
With characteristic vainglory, he 
told his suffering people that 
United Nations sanctions in fort* 
since his 1990 invasion of Kuwait 
were crumbling, but that if they 
were not lifted this year, he 
would defy the world. 

An Arab leader who first met 
Mr Saddam shortly before he 
seized total power in 1979 recalls 
that in the car ride from Baghdad 
airport the Iraqi leader ostenta- 
tiously put a pistol on the seat 
between them. He remembers 
thinking at the time that “we are 
going to have a problem with this 
man". But who could have 
guessed how total would be the 
r uin the Iraqi despot has brought 
upon his people? 

When the pan-Arab nationalist 
Ba’ath (Renaissance) party took 
power in 196& Iraq bad a per 
capita income of barely $600, m 
1990 dollars. The two oil shocks 
of the 1970s had raised this to 
*5,521 by 198ft By then Saddam 
had eliminated all ■POMrfJI 

rivals. Iraq was taking <££ K had 
oil, it had water and it had bout 
one of the best education systems 
to the developing world. 

But oil wealth and Egypt s 
withdrawal from the con* 0 ***' 
tion with Israel through^ 
Camp David peace treaty tfisw 
gave Mr Saddam other ideas. 
Instead of being the cultural 


hinterland and industrial power- 
house of the Arab world, he 
wanted Iraq to be a regional mili- 
tary power. By the end of the 
savage 196038 war against Iran, 
Iraqi par capita income had fallen 
to $3590, and would have been 
much lower but for $80bn to Arab 
and western loans. The cost of 
~his next adventure in Kuwait 
was much higher. By 1995, sanc- 
tions had reduced pear capita 
earnings to $336. Even with the 
relaxation of the embargo from 
1996 through the oO-for-food facu- 
lty, many Iraqis are close to star- 
vation. 

Whereas it used to be said that 
Arabic books are written in 
Cairo, published in Beirut, but 
read in Baghdad, it is more com- 
mon in the Iraqi capital now to 
see people selling off their 
libraries to feed their children. 

By refusing to come clean on 
sQ his weapons of mass destruc- 
tion, Mr Saddam has foregone 
more than $UHbn in ofl revenue, 
and all but written off the future 
of the next generation of Iraqis. It 
does not look as though be plans 
to stop there. A new crisis seems 
inevitable, with most bets placed 
pn the autumn. 

There is only one way to avoid 
it. Baghdad must comply with 
UN weapons inspectors and then 
demand that sanctions be lifted. 
TTiat is the best hope for the Iraqi 
people ~ not another adventure 
by the self-proclaimed “Sword of 
the Arabs". 


What price information? 


W hen United News & 
Media, the British 
media company, 
launched an inter- 
net ate carrying up-todate for- 
eign exchange and bond market 
prices this spring. Its ambitions 
were modest “Reuters, Bloom- 
berg and Bridge have a fantastic 
wealth of content, but most cor- 
porate treasurers do not need 
that much." says Bill Foy. who 
runs (he Money and Bonds site. 

Far £50 a month, subscribers 
can check . rates for foreign 
exchange swaps and bands sup- 
plied by United’s money-broking 
subsidiaries Gar ban and Harlow 
Butler. This compares with the 
$L200 (£730) a month charged by 
Bloomberg, the US company that 
is one of the big three global pro- 
viders of real-time firmnr.tal data 
Initiatives like Money and 
Bonds show the way the global 
market fra: financial information 
is changing. At one end, some 
people are willing to pay pre- 
mium rates for highly sophisti- 
cated real-time information. But 
others - potential subscribers of 
the United News service - want 
cheaper access to more basic 
data. For the first time, invest- 
ment managers, corporate man- 
agers and private investors can 
get at some of information once 
confined to banks and brokers 
subscribing to private networks 
such as Bloomberg and Reuters. 

“The financial world is starting 
to become more democratic," 
says Thomas Wendel chief exec- 
utive of the US company Bridge 
Information Systems. “The rate 
of growth is significant and will 
continue to be strong for a long 
time. There are more affluent 
people In the world, and more 
money is being put in the hands 
of money managers." 

According to some estimates, 
the market for real-time data 
used in firMur-iai trading could 
grow to £9bn by 2002, compared 
with about £7bn today. Demand 
far historical and analytical data 
used by ftmd managers to make 
investment decisions is growing 
even more rapidly. Yet such rosy 
, prospects have, if anything, 

I sharpened competition among 
the largest companies: 

• Bridge has been on a buying 
spree that has seen it overtake 
Bloomberg by number of termi- 
nals installed in trading rooms. 
In March, ft bought Telerate, 
which provides bond data, from 
Dow Jones, publisher of the Wall 
Street Journal, for $5l0m. Last 
week, it paid an estimated $l50m 
for Automata: Data Processing, 
-which supplies real-time US equi- 
ties prices. 

• Reuters has been pushing 
a g g r ess ive ly into the US. trying 
to attack Bloomberg’s dominance 
m bond-pricing data and analyt- 
ics. Its effort was disrupted ear- 
lier this year when it emerged 
that Reuters was being investi- 
gated by a US grand jury over 
allegations that it bad taken pro- 
prietary Information from Bloom- 
berg's database. 

• Bloomberg and Reuters have 
both been trying to extend then- 
brands among retail investors by 
licensing their information for 
distribution, with Bloomberg 
paying America Online to distrib- 
ute its news services. Yet they 
face competition from internet 
suppliers such as Quote. Com and 
Microsoft Investor which now 
sandy 20-minute delayed data. 

“We are in a strong period, but 
it is nothing like (he boom of the 
1900s when demand for screens 
, took off," says Andrew Delaney, 
editor-in-chief of Waters Informa- 
tion Services, which monitors 
real-time data. “The companies 
hope the pie win grow from deliv- 
ering data in new ways, but that 
is by no means proven." 


Reuters, Bloomberg and Bridge are locked in battle. But, 
says John Gapper, freer access to financial data 
could challenge all their businesses 

Terminal conflict; the market for financial information 
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The changing nature of the 
market has brought considerable 
uncertainties to the big three, 
and those that would challenge 
them. The battle is on to see 
which of thftm will prosper as the 
established wholesale market 
grows more competitive and com- 
plex. The scrap will be fought out 
as information providers try to 
find new customers among pri- 
vate investors and corporate 
managers unwilling to pay as 
much for terminals as profession- 
als on trading floors. 

The first challenge in the 
wholesale market Is to combat a 
threat of a cyclical downturn in 
danand. This could be provoked 
both by the consolidation of 
investment banks and by the 
financial crisis in Asia. Michael 
Bloomberg says the rate of 
growth in Bloomberg ter m inals 
has slowed, and analysts are 
awaiting Reuters' interim results 
this week for signs of similar 
weakness. 

A second challenge is the grow- 
ing tendency for the largest com- 
panies to compete in each other’s 
traditional areas of specialism. 
Just as investment banks such as 
Goldman Sachs and Salomon 
Brothers have expanded out of 
niches in equities and bond trad- 
ing, so information providers 
have followed. They now offer a 
vast range of data across many 
markets. 

The costs and risks of operat- 
ing in thiq mann er are large. Mr 
Bloomberg argues that be Is not 
worried about competitors trying 
to break into the US corporate 


bond-pricing business because it 
is 90 expensive to try. “We have 
1,200 odd people working mi that 
business, and they have been 
doing it since 1961. It is axnassive 
task." he says. 

The risks were shown by Dow 
Jones, which sold its Telerate 
subsidiary after realising it 
needed to invest $650m just to 
update the technology. “When 
you let yourself slip, you can fen 
down a very steep and slippery 
slope." says Jean-Clande Mar- 
chand, head of Europe for Reu- 
ters, which invests 7 per cent of 
annual turnover on research and 
development 

Probably the greatest challenge 

Mam competitors 
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for established firms is to main- 
tain their grip an distribution as 
technology advances. Much of 
the business of operators such as 
Telerate was founded an redistri- 
buting information from inter- 
dealer brokers such as Cantor 
Fitzgerald or Gar ban. These bro- 
kers are now able to distribute 
such data in other ways. 

Growing sophistication in 
finanrial markets also means 
that large banks and brokers 
want to combine data from sup- 
pliers in their own ways, rather 
than relying on firms like Bloom- 
berg to provide a finished - 
aggregated - product The result 
has been increasing pressure on 
Bloomberg. Reuters and Bridge 
to supply raw data for others to 
manipulate. 

Bloomberg has proved the most 
reluctant cf the big three to do 
this, although its Open Bloom- 
berg now allows limited manipu- 
lation of data. In contrast, Reu- 
ters has made a virtue of 
supplying data in an open form. 
“Our view is that most of our 
customers know exactly what 
they want, and how to get it 
themselves," says Mr Marchand. 

Others are sceptical, arguing 
that it is too expensive for most 
banks to manipulate data. “Some 
customers want to do it them- 
selves. but I think it will be a 
short-lived experiment," says 
David Flaschen, president of 
Thomson Financial Services. Mr 
Bloomberg concurs: “The IT guys 
wifi say they can replicate us, but 
there's no chance in heR of that." 

Yet there may be alternatives. 


OBSERVER 


Foreign 

referee 


will create enough diversions to 
distract him from getting on with ft. 


Would-be foreign ministers don’t 
usually have to obtain references 
from their counterparts abroad, but 
the UK has been dragged Into the 
row over Jan Kavan, the Czech 
Social Democrats' controversial 
nominee. The Foreign Office has 
let it be known that he is not 
persona non grata in Britain, as 
some opponents have claimed, but 
a “frequent and welcome visitor*. 

Kavan ran a (Ssadent network 
from London in the 1970s and 
1980s, making many friends in the 
’ British Labour party, some of 
whom are now ministers. Czech 
rightwingers hatelafhving 
efisskfents - they Gke to equate all 
leftwingers with the old regime - 

and have used bits of oW secret 
service flies to smear him. 

Kavan had to go to court to 
dear Ms name of a charge of 
co-operating with the Czech secret 
police while in London. He then 
obtained a letter from foreign 
secretary Robin Cook nalfing foe 
canard that he had bean convicted 
of perjury in a British court 

Even President Vaclav Havel, the 
country's most famous dissident 
indicated last week that Kavan 
might be too controversial to be 
foreign minister, though the 
Foreign Office's comments - 
reported in the local media - have 
helped lay those doubts' to nesL 

Kavan 's enemies seem to have 
failed to stop Mm getting the Job; 
the question now Is whether they 


Hung up 


Get a gunboat ready. Gfirraltar, 
that plucky little chunk of rock 
ruled by Britain but perched on the 
southern tip of Spain, is causing 
more problems )n the diplomatic 
salons of Madrid and London. 

Things seemed to have taken a 
tun for the better recently, but 
now there’s a beauty of a bust-up 
brewing over telephone fines - and 
It seems to be going all the way to 
Strasbourg. Apparently the 30,000 
telephones ringing around the rode 
are routed via a Cadiz sub-station 
and the authorities want an extra 

2,000 fines. 

A request was duly submitted 
but the Spanish - in a classic case 
of “don't phone us, we’H phone 
you" - have refused to cough up 
the extra capacity and the issue Is 
nowon Its way to the European 
Court. Let's hope it can get 
through when it rings with the 
result 


Family ties 


! ft was a frustrating weekend for 
the Central Asian republics 
Kazakhstan, Kyrgyzstan, Tajikistan 
and Uzbekistan. They were all 
ready to skg\ a joint declaration on 
regional security when they found 
themselves one head of state short 
of asummft 

Ltibek president Islam Karimov 
decided at the last minute that the 
journey to the summit - In the 


I Kyrgyz resort of Cholpon Ata - 
1 was too much for his high blood 
pressure. “He’s only human," said 
| Kazakh President Nursultan 
Nazarbayev - which is more thsi 
some heads of state are prepared 
to say about their colleagues. 

But if Cholpon Ata did witness 
one alliance, it did see another: the 
wedding of Aidar, son of Kyrgyz 
^ President Askar Akayev, and 
^ Nazarbayev's daughter AEya. 

Tying a dynastic marriage into a 
meeting of rulers may seem 
quaintly old-fashioned In an era of 
globalisation, the Internet, spin 
doctors and the Spice Oris. But 
there never was much harm In 
keeping on the right side of the 
neighbours. 

Fuel effect 

Pakistani premia- Nawaz Sharif’s 
cash-strapped government is trying 
to ease the pain of the weekend's 
huge petrol price rise by darming 
that it's a tax on the rich. 

The official line is that by 
freezing the price of kerosene, 
used by the poor In their stoves, 
and of diesel to keep trucks and 
farmers' tractors running, the extra 
$200m tax wiD be coming from the 
pockets of wealthy petrol users. 

That might have worked a 
decade ago, but rich Pakistanis 
have taken to four-wheel-drives In 
recent years, it’s the height of 
fashion to be seen In a Toyota 
Landcruiser or Mitsubishi Pajero, 
swarming pest foe Suzuki fight 
trucks which are the mainstay of 
transport for the poor. 


Observer Invites readers to 
guess which vehicles run on diesel 
and which on petrol 

Coconut shy 

What next for Eduardo Cojuangco, 
the former business crony of the 
late strongman Ferdinand Marcos? 
Fresh from his recent coup at 
brewing outfit San Miguel, to which 
he returned as c hai rman and chief 
executive this month, Cojuangco - 
nicknamed Pacman for his 
insatiable gobbling up of 
com pantos in the 1970s and 1980s 
- has his eyes on United Coconut 
Planters Bank, which he also used 
to run in the good ok] days. 

Last week, the entire board 
ObBgtegly resigned in preparation 
for his retLffn. Perhaps they were 
setting an example to bosses of 
another 250 or so sequestered 
companies that most observers 
expect him to get hb hands back 
on now foot his old friend Joseph 
Estrada has moved into the 
presidential palace. 

In a tailing sign of who really is 
running the show, local media 
recently got hold of a tape of a 
discussion between the two men, 
in which Cojuangco tells Estrada: 
“Don't cafl me boss in public." 

Estrada, you see, to nothing if 
not loyal to friends. Which is why 
the government plans to settle the 
tax evasion suit against Lucio Tan, 
the CWnese-RBpno tycoon who 
was another big donor to Estrada's 
campaign kitty. Who said crony 
capitalism is going out of fashion 
in Asia? 


Factset, a software company 
based in Connecticut, has its own 
network that blends historical 
data from different suppliers. 
Telecommunications groups such 
as Bell Atlantic want to do the 
same for real-time data. The dan- 
ger for the information compa- 
nies is that they could lose con- 
trol of branding and distribution. 

Mr Flaschen of TFS. a division 
of the Canadian newspaper com- 
pany that owns financial infor- 
mation businesses including JLX 
Systems, the US equities data- 
base, says it has focused on own- 
ing data rather than distribution 
networks. “The difficulties of 
finding distribution are decreas- 
ing. It is not a sustainable com- 
petitive advantage," be says. 

There are similar challenges in 
the emerging corporate and retail 
markets, where Reuters and 
Bridge have started to offer 
lower-priced selections of data 
rather than insisting that all cus- 
tomers pay premium prices. Reu- 
ters has just launched Reuters 
Plus, a terminal offering basic 
data to retail brokerages for up to 
$300 a month. 

Mr Bloomberg has so far 
resisted this approeb. He prefers 
to bold his staudard price for a 
terminal while packing more 
information into it “He is going 
with a high-priced product and a 
pretty rigid stance, and 1 
wouldn't think be will sell many 
going forward," says Mr Wendel 
ctf Bridge. 

Mr Bloomberg admits he is 
“trying to raise the bar by con- 
vincing customers they need 
more sophisticated things". The 
Reuters and Bridge approach 
does carry risks. Instead of gain- 
ing customers from Bloomberg, 
or attracting people who have 
not subscribed to any financial 
network, they could find their 
existing customers trading down. 

Mr Bloomberg believes the 
mid-market of brokers and corpo- 
rate executives is unattractive 
because cheaper services are 
being undercut by free distribu- 
tion of basic data. “The guys in 
trouble are the ones that supply 
$100 or $200 terminals because 
the difference between that and 
what you get free on Yahooxom 
is very email ." he says. 

On the face of it. the retail mar- 
ket is least attractive of all, given 
the plethora of 20-minute delayed 
stock information and even 
charting tools now distributed 
free via the internet Yet despite 
the difficulties of making any 
money at all, each of the three 
companies is seeking to distrib- 
ute data - to the point of paying 
intermediaries. 

Mr Wendel of Bridge says that 
the broad distribution of its data 
via the internet and other net- 
works can more than triple the 
number of its customers from the 
900.000 terminals it will have fol- 
lowing the ADP deal. “It does not 
take a big leap of religious faith 
to think we can have lm custom- 
ers by early next century." 

Quite bow much revenue these 
new customers will bring is an 
open question. If the big three 
succeed in spreading their brand 
names and services across all 
financial markets, they may 
establish as firm a foundation 
from which to build profits as 
they held in the past when only 
financial traders used them. 

Yet competition is already 
proving tougher and more vola- 
tile than in the past, as initia- 
tives such as Money and Bonds 
demonstrate. Mr Foy readily con- 
cedes that his web site will never 
compete on the trading floor. 
But. he says. It has its place. 
“The balance of power bas 
changed from the days when the 
content aggregators ruled the 
world." 
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Trouble In China 
Shanghai, 16fo July- Die dist- 
urbances between the French 
sailors from foe warship 
Edakeur, the French volunteers 
and the Chinese have resulted 
in the deaths of between 25 and 
30 of the last Yesterday 200 
men were landed from the 
“Ma/eopoto" io co-operate with 
the French In keeping order, and 
the night passed without 
disorder. The Chinese, however, 
have deserted the French 
settlement, In which some miles 
of houses are now standing 
empty. By order of the Nang-Po 
Guild, the natives are arranging 
a general boycott of afi 
I foreigners. Business is 
suspended. 

Life In Dawson City 
Dawson City, via Victoria, B.C., 
23rd June. During the last three 
weeks newcomers have been 
arriving here at the rata of naarfy 
1,000 per day. The lake rivers 
on the way are crowded with 
boats heavily laden with 
supplies and manned by people 
who seem as careless and 
lighthearted as hoBday-makers. 

At many points where the 
navigation is easy, the throng of 
boats presents ail the 
appearance of a regatta, but at 
the dangerous spots the wrecks 
and accidents, which are of 
hourly occurrence, produce a 
more serious mood. 
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Divvying up defence 


Tbe highly-politicised restructuring of the 
European defence Industry would chal- 
lenge even the most agQe corporate finan- 
cier. But signs that the Spanish govern- 
ment Is considering selling 25 per cent of 
r^yi , the military and civilian rfgfenfy 
group, to one of its Airbus partners are 
encouraging. With similar positive noises 
about the need for a private defence sec- 
tor in France and Italy, commitment to 
wHwiinatiny Incompatible private and pub- 
lic ownership structures can no longer be 
doubted. Once Europe's defence compa- 
nies are all in private hands, creating the 
desired European Aerospace and Defence 
Company (EADC) will become signifi- 
cantly easier. 

With the French state-owned Aerospa- 
tiale rightly ruled out as a home for the 
Casa stake, British Aerospace and Daim- 
ler-Benz's Dasa are the remaining buyers. 
For British Aerospace, Increasing its 
weight In the Airbus consortium would be 
one reason to buy the stake. But gaining 
majority control of Eurofighter - by 
adding Casa's 13 per emit workshare to its 
own 37.5 per cent - would be the tnggar 
prize. 

BAe, having purchased a stake in rival 
manufacturer Saab, would be well-placed 
to drive a good deal for its shareholders in 
any eventual shake-out to create the 
EADC. 

However, since Daimler remains com- 
mited to Dasa, the Germans will be 
unlikely to walk away from the deal. The 
Spanish government may soon have an 
auction cm Its hands. 
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US technology 


Technology stocks are red hot again. 
This year's 28 per cent gain in the Nasdaq 
Composite Index, which shot through 
2.000 Iasi week, puts evm the surging 
S&P 500 to shame. 

There appear to be three elements to 
this rally. First, the hope that tech stocks, 
having been hit early by Asia’s shock- 
waves, will also be quickest to recover. 
Witness the recent sharp rallies in both 
Intel «nd Oracle after they that 

the worst might be over. Second, anything 
remotely connected to the internet has 
boomed this year. Yahoo!, which runs an 
internet site, is now worth nearly $9bn. 
But while the Internet phenomenon has 
caug ht the eye, most of Nasdaq’s ping 


have actually come from investors’ relent- 
less pursuit of the big blue chips. Dell 
Computer has more than do ub l ed during 
1996 and Microsoft Is up over 80 per cent 

This haw pushed valuations to fresh 
extremes. Microsoft is now trading on a 
1999 price earnings ratio of more than 50 
times at a period when a dearth of impor- 
tant product launches has slowed earn- 
ings growth to around 20 per cent Mean- 
while, Yahoo! Is trading at almost 40 
times forecast 1999 revenues. There are 
undoubtedly fortunes to be made from the 
irresistible rise of the net and the increas- 
ing p ace of technological change gener- 
ally. But to justify these sorts of ratings, 
today’s companies will all have to be on 
the winning side - and hugely so. That 
seems most unlikely. 

UK casinos 

First the wound, then the bandage. 

After a vigorous p nmmelHng from the TTK 
Treasury - which whacked up tire top 
Tate of gaming duty from 33% par cent to 
40 per cent far the March Budget - the 
Home Office laid week offered the sooth- 
ing balm of deregulation. Not before time, 
perhaps. ThejjNational Lottery, looser 
advertising restrictions on bingo and 
more appealing halting shopfronts made 
a mockery of the 1968 Gaming Act’s aim 
to curb public appetite tor gambling. 
Casino stocks, such as London Clubs and 
Capital Corporation, lagged behind the 
market on doubts over whether the 
Labour government wanted to level the 
playing field for a sector seat paradoxt 
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PRESIDENT ATTEMPTS TO SALVAGE ANTI-CRISIS PACKAGE AND ATTRACT MORE IMF AID 


Ijiii 

«a u a». 


cally as both ditist and exploitative. Last 
week’s proposals will affect' different 
stocks in different ways. For provincial 
casino operators, such as Stakis, the bene- 
fits from allowing limited advertising and 
group membership look ^»™il Tbe rwrin 
beneficiaries 'are tbe big i/mrion wnrirns 
operators. Postal applications will get 
round current curbs cm Impulse gam- 
bliug-Thls could spawn a gambling-ori- 
ented product within the fast-growing 
weekend break market. And. an increase 
In the number of permitted jackpot 
machines with £LOOO prises should attract 
people pot off by more serious gambling. 

But Investors should be aware that 
deregulation has a ffip^ide. As the recent 
addition of two new London casino 
licences to the existing 21 shows, barriers 
to entry will come down too. Com pet i t ion, 
for punters wfll only increase. 


What should gas traders be paying to 
store their gas? We are about to find out 
British Gas's monopoly in UK gas storage 
is hardly stuff of a giri p ptog bodiless 
epic. But it is enough to goad Clare Spot- 
tiswoode, gas regulator, into the ring. She 
would like to usher competition into 
areas, like storage, which die deems are 
not "natural" monopolies. 

Under the regulator’s proposals, BG 
would auction off rights to about 45 per 
cent of its total storage capacity, but 
would retain ownership of the •fambtfas . 
The question Is what Impact this wOl 
have on storage prices, and ultimately on 
the value of the underlying assets. An 
auction, compared with the current fixed- 
price system, could wen lead to lower 
prices. 

If storage prices do fell, the market 
value of BG's assets is likely to be less 
than their regulated value. But given that 
this is around £750m, com par ed with the 
£iL5bn of BG’s other regulated assets, the 
scope for ™« whawiTirJiter value destruc- 
tion Is limited. Indeed, BG’s relaxed 
response suggests it expects its final spar- 
ring session with Ms Spottiswoode before 
her departure to be a fairly relaxed affair. 

Her proposals may even be quite useful 
to BG, if they are a prelude to a break-up 
and sale of the storage facilities. This 
would free up capital for BG to reinvest in 
fas more promising E&P badness. 


By Join IbanM fa Moscow - 

President Boris Yeltsin has 
overridden Russia's fractions parHa- 
Miwfli by adopting extra 'tax-raising 
measures by decree. •••” 
fa an attempt to ralvage the go*' 

a mmonP s «ntiCTkto pn ^i i^ip «nA 

attract additional financial support 
from the fate rirattonal Monetary' 
Fund, Mr Yeltsin stepped In at, the-, 
weekend faWtare leaving fora holiday , 
to veto two tax-cotting laws which 
were last week adopted by the. 
Duma, the fairer house of palter 

ment fa an extraordinary session; 
the Duma had supported several 
governme n t initiatives to reduce cor- 
porate tar rates hut refused to 
endorse -measures to drift mare of 
n» faT the' c o r po rate to 

the personal sector. 

Alexander Livshits, Mr Yeltsin's 
economic adviser,: said the presi- 
dent's decisions would help raise 
Rbs48bn ($7.7bn) of revenue, 
although that fell short of -the 
RbSTSbn needed to ph% the budget-: 
ary hole. Thfr Duma Is stffl bkxking 

hw wiiI farwAjuiiijj iintiil lTi ^ , 

Mr Livshits said the president 


wotfld.soon announce -further Munich of the purpose of the govaib 
measurea to raise- tax reranKs and mentis anti-crisis pa c kag e . “Unfortu- 
nse rite - government's liquMitF - natdy this means many measures 
problems. “No one, neither the presF' abated at wising the burden On indns- 
Utmf -nnr tbegovemment, is plan- : tiy vitB base- to-be -postponed,” he 
ntug to stand by and ’wuteK rite bud-.' arid..' - v-; :• - • 

get and pension fond collapse : Into • - .-Boris Ntartsoyr deputy , prime min- 
rtdns^' besato. *”1110 mere so as, the fate, .stdfl .the/govenunent would 

rn | ti»T«MirH «wnl rv ^mrmity Wag Twot. ra : pgaiB U poBlg Of “haalBhy- pTOtBO- 

halfway for whatl thfaikvHB be the - v thuiimr to defend domestic manu- 
last fame." - • • .- , fact u rga, vha had been hit hard by. 


Anatoly Chubais, Russia's chief - 
negottabor; will today utge the IMF’S 
board in Washington to release half, 
of a 1U^m support loan, wbiriLwas 


itomperitIon.^Bid -he - rejected the 
*\tdgto-BolshavikiirizKfaila M tirat an 
iron -curtain ought to separate 


agreed fat priindple fast weric. -The JBrwsfafrom warijd znarkets. 


IMF had said tt would make speedy, 
disbursement of the loan, intended 


The •; government ' will also 
■nnmnbe today how many investors 


to bolster the central bank's reserves have- chosen - to exchange their 
and protect rite rouble, at least rouble-d«iomiBatBd treasury hois 


partly dependent on' rite 
of new tax-raising legislation, 
i On Saturday, Sergei Kirfyenko, 
prime mtnistcu, announ c ed that 'a 3 


into US -dollar -ttenominated euro- 
bonds as part of a voluntary debt 
tionvasian schwiwe mastenuliidBd by 
Gokfanan . Sachs, the US^ investment 


per '.cent duty would be imposed an bank. Many foreign investors seem 


all imports to raise adcBti oaal rero- 
m», hdp protect domestic prodocess 
and keep Rmsfa’shafance (tf-trade in 


Kkdy to reject the conversion .now 
that rite threat af a rouble devalua- 
tion has receded. But the. govan- 


ebeefc But be said parifamentfeepn- mtabcouM easily meet its rrifarfanum 


tinned obstruction of several fanptte- 
tant tax retorms had undermined 


target if Sberbank, the state savings 
bank, chooses to take part . 


Futures exchanges 
tough tests to set t 


up in 


By MMd TWIta CMcaga , • 

International electronic futures 
exchanges that want to establish 
netwmks of computa- screens in the 
US could be forced to undergorign^ 
ous tests, according to a proposal 
from tbe fkwnmndity Futures Trad- 
ing COTnmisakm, the US regulator. 

The CFTC says fas suggesttaha tor 
new rules to goveoLthe approval of 
electronic sctbois in the UBcdvdd be 
followed by regulatidns fids year or 
eaiiy in!999. 

The In the futures industry 
from traditional pit-based trading 
methods to the use of computer 
screens has led to a big jump in - 
inquiries from foreign exchanges 
wanting to set up termtnalg fat the. 
US. The CFTC says it seeds to - 
devise more uniform rules for 
approving them. - 

The -Deutsche TurmlnbOrse, the- 
aH^electroolc German exchange, is : . 
the only ansabur to have recrived 


approval to jrito its computers in 

the US. 

The CFTC says It could base Its 
decision on whether to allow foreign 
electronic exchanges to set up lu the 
. US' on ate regulatory taste. • • 

These tests could include the 

financial toandttig nf ft^ CTrJutny , 
fas UKmitorkig^ procadares and toe 
technology tjf computer system.. 
Th&feguhddr would. Judge whetiter 
were irec^ocal ternuigemeirts 


computer terminals Jba the bouts 
oomtoy of frte appBcamt exchange. - 

Hie CSTCmade Its farttbd.sugges-' 
tkmsin. a “omcept rdeestf* ^essen- 
tially a request for - cohnnent but 
whhte, in rids c ase,- gives n fiiriy 
dear idea of the CFTCs riteEtefaig. 

Gnfe con tr oyarshd issuefewfa^feer 
exchanges - feottid be fa^Wed to 
wiwfcw fBrrimw alMy ^ifeWe ifto ‘CT teO 11 * - 
era dfaectiy,so«tiiattheycouldiijpett 
thefr own . orders^ or whether .orders 
should;, ktill have to - be - routed 


' ~ an liitemnpttimy of 

- the exchange in question. 

fa tha concept rideate, the CFTC 
-asks what safeguards might be 
required to prevent “improper 

- access” to a foreign bond of trade's, 
cop^ater tenninflls la the PS. - 

>^Tbe ; C^TC is considering how 
? thrived fattfatess an over- 

' -$tos;ex^nge riiould be allowed to 
fatten jnliiflut e ff ec ti vely cearing to 
ifiel aD~oVMteas extjiange and, thus, 

' iwing ^oMgwt to register as a US 
“contract raartKt* - wfaic* would 
place a much heavier regulatory bur- 
denupaD-lt.'-- .- 
Thetestte ^of wfariier to allow for- 
.tegn exchanges to set up tanunsls Is 
• taxing regulators ^in numerous coun- 
tries. Solutions have varied. Tb&UK, 
for ^anqde, requires rim foreign 
exchange to quafifyas a “recognlsBd 
overseas, investment exchange" 
under ft* rtnandai Services Act lit 
France and Japan, approval is -left to 

TnlnTK brteg nf flnahrw. 


Problem. 

rm fa Mtetinktee.Tve been hftteri 
by a large insect and my-armia 
swelling badly - what do I do? 
It's 11pm md rvejust arrived at 
my bold in Ihm. It seems they 
haven't received my r eserva ti o n . 
My Spanish is titrated, the hotel 
tsfuBandlhaoeakeaoy.businesB 
schedule tomorrow. Udpl 
Vm in a small village outside 
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Fresco puts Rat on the global road 

Last week Italian Paulo 
Fresco (left), made deer 
that hte 37 years in the 
US would weigh heavfly 
in his new rote as chair- 
men of Fiat. Italy's 
biggest manufacturing 
company. Though the 
former deputy chairman 
of General Electric has 
only spent a few weeks 
at Fiat, he has wasted 
no time in casting the 
Global imprint he plans for this most Italian of 
companies. Market Movers, Page 17 

Latin America spared the worst 

Brazil’s bankers, perhaps stifl smarting after the 
toss of the World Cup, can take heart from one 
thing. Latin American bonds seem to have been 
spared the worst of the latest round of emerging 
market turmoil. International Bonds, Page 20 

Linde benefits from wide spread 

Though the disparate array of businesses owned 
by Linde, the German industrial group, defies the 
trend towards more ‘focused" companies, Gerhard 
Full, Linde's chairman, believes the spread gives 
K some unexpected benefits. Page IB 

Yen’s strength hinges on election 

.- • Thou^i both main 

™ . ‘ candidates fin Friday’s 

AjBtotftefcflaMVtHrft .. ejection for president of 
Japan's ruling Liberal 
Democratic party have 
made promises of 
change if elected - who- 
eve r wins is Hkaiy to be 
confirmed as the coun- 
try's new prime minister 
by the Diet this month - 
untff there is more defi- 
nite news, the currency 
may struggle to move far from Y140 
to the US dollar. Currencies, Page 24 

West goes on Aslan buying spree 

Western companies have stepped up their acquisi- 
tions in six Asian countries most affected by the 
region’s economic crisis. Non-Asian buyers spent 
$6.52 bn in the second quarter of 1998 on deals in 
the six, according to IFR Securities Data, which 
monitors global takeovers. Page 30 

Gains made from market declines 

Emerging markets have dipped 23 percent on the 
IFC Index to the past two months, the second- 
largest two-month fafl in the index’s history. 
Retrenchment for some, however, has meant 
chances for others. Emerging Markets, Page 18 

Televisa set for telecoms buy 

Televisa, the Mexican media conglomerate, 
intends to invest in a telecommunications venture 
owned by one of its control hg shareholders In a 
move likely to upset minority investors. Page 20 
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Creation halts internet 

Record label drops web exports move after Sony pressure 



By Alice Rawsthors In London 


Creation Records, one of the 
UK’s largest Independent 
record labels, has abandoned 
plans to expert from its inter- 
net record store following pres- 
sure from Sony, the Japanese 
group. 

Sony paid Creation £14m in 
1996 to extend for five years an 
agreement whereby it owns 49 
per cent of the UK company's 
equity and the international 
distribution rights far its acts, 
including Oasis, one of the 
best-selling nick groups of the 
1990a. 

This month. Creation 
unveiled proposals to start 
selling all its recordings from 
its Internet site. Sony claimed 
Creation would be breaching 
the agreement if it supplied 
people outside the UK from the 
internet store, due to be 
launched tide summer. 

Creation is chaired by Alan 
McGee, who recently outraged 
music industry traditionalists 
by asserting that. many Tmnric 
will in future release their 


music over the internet rather 
than through the record com- 


Creation's decision not to 
export from its site sets an 
important precedent for the 
global music industry. The 
internet is expected to become 
an increasingly popular distri- 
bution vehicle tor music. Jupi- 
ter Communications, the New 
York-based research consul- 
tancy, expects US internet 
record sales alone to amount 
to $L4bn in 2002. 

Several multinationals, 
including Sony, Bertelsmann 
and PolyGram, are experi- 
menting with internet sales. 
They will be anxious to protect 
their fledgling online 
operations and to prevent the 
potential loss of traditional 
retail sales to independent 
labels as the internet music 
market expands. 

Initially, internet distribu- 
tion was dominated by net spe- 
cialists and o nline subsidiaries 
of established record stores. 
However, a growing number of 
record companies have 


recently announced proposals 
to set up online man order 
sales operations. 

Independent labels have, so 
far. been in the vanguard of 
internet retailing. Nude, the 
London-based record company 
that includes Suede and Ultra- 
sound among its artists, plans 
to start selling music by mail 
order from its internet Bite 
next month. 

Many of the independents 
are linked to multinational 
music groups - as Creation Is 
to Sony - through equity par- 
ticipation and international 
distribution deals. Sony has 
similar accords with Skint and 
Loaded, the UK dance labels, 
as well as with Nude. 

These deals have given Sony 
the international distribution 
rights to several successful 
acts. By far the most profitable 
is Oasis, which has sold more 
than 23m albums worldwide 
since its 1994 debut. 

Stray is expected to extend 
internet export restrictions to 
Nude and the other labels with 
which ft is linked. 



No champagne superhighway: 


frontmen Uam and Noel GaHagher 


Turkish group in 
junk bond issue 


By Jeremy Grant 


Turkcell, Turkey's biggest 
mobile telephone operator, has 
become the country's first cor- 
porate group to tap the fast- 
growing European junk bond 
market with a seven-year, 
$300m issue. 

The deal is further evidence 
of strong growth in investor 
appetite for high-yielding 
paper. About $3bn of high- 
yielding, ca 1 junk, bonds have 
been Issued by European com- 
panies in the past 15 montha, 

The Turkcell bond, sole lead 
managed by US investment 
tank BT Alex Brown, offers a 
yield of 9.5 percentage points 
over the benchmark US Trea- 
sury band and is well below 
investment grade with a rating 
of CCO from rating agency 
Standard & Poor’s. 

By comparison, Turkey’s 
sovereign eurobond issue was 
last week offering a yield of 
around 55 percentage points 
over the US benchmark. Sub- 
investment grades are any 
level below BBB- for Standard 
& Poor's and Baa3 for Moody's 
Investors Service. 

A syndicate official said the 
Turkcell offer had been over- 
subscribed by 50 per cent. US 
investors bought 70 per cent of 


the paper and the rest went to 
buyers In Europe. Tn the gen- 
eral context of what has been 
a very choppy environment, 
especially in emerging mar- 
kets, we are pleased with the 
reception the company had,” 
the official said. 

Emerging market bond 
prices, which offer comparable 
risk to junk bonds but are 
issued by sovereign countries, 
have been volatile recently. 

High yield investors are 
drawn to sectors in the junk 
bond mar ket such as telecom- 
munications, where capital is 
needed quickly but where com- 
pany gearing is high. 

Turkcell, the largest of three 
Turkish mobile telephone 
companies, will use some of 
the funds to buy a licence to 
operate independently of state 
feed-line provider Tftnk Tele- 
com. with which it has shared 
Operating revenue. 

The official said this would 
help the company generate an 
cash flow of about 
9300m in a market with signifi- 
cant growth potentiaL 

Only about 25 per cent of 
Turkey's 68m population uses 
mobile phone services and 
Turkcell accounts fur L4m of a 
total nationwide L9m subscrib- 
ers. 


FINANCIER CALLS FOR DISPOSAL OF VITAMIN AND FLAVOUR BUSINESSES 


Roche shares rise as 
Ebner urges asset sales 


By Wffiam Had in Zuicb 


The sharp rise in Roche shares 
ramp after Martin Ebner. the 
Swiss financier who is the 
pharmaceuticals group’s 
second-largest shareholder, 
rec omm ended it sell its vita- 
mins, fragrances and flavours 
businesses. 

Mr Ebner, whose investment 
funds own 12.9 per cent of 
Roche's voting shares, has 
until now been one of Roche's 
most loyal long-term investors. 

Roche shares, which rose 2 A 
per cent on Friday, account far 
SFr6.1hn (94bn) of the 
SFr202hn invested in his four 
publicly quoted Investment 
funds. But the substantial 
underperformance of shares 
over the past 2% years has 
dragged down the performance 
of Pharma Vision 2000, Mr 
Eb aeris biggest ftmd. 

His latest comments, made 
at the half-yearly press confer- 
ence of his investment funds, 
suggest he is now going to 
offer to Roche the same sort of 
unsolicited advice that helped 
precipitate the managements 
of Winterthur, Switzerland's 


third-biggest insurer, and 
Union Bank of Switzerland, 
the country’s biggest bank, 
where he was the biggest 
investor, to surrender their 
independence. 

Roche has been hit by a 
series of setbacks on drug 
launches, which have led ana- 
lysts to downgrade their profit 
forecasts. 

Mr Ebner said Roche had 
raised too many expectations 
tor new drugs that had run 
into trouble, and there had 
been managemen t mistakes in 
the approach to the US Food 
and Drug Administration 
approval process for Xenical, a 
weight-loss drug. 

Roche was going through a 
“very difficult phase” and the 
recent shocks bad been “help- 
ful" because they would 
increase the pressure on man- 
agement to enhance share- 
holder value and focus on 
pharmaceuticals and diagnos- 
tics, the group's two biggest 
core businesses. 

Mr Ebner indicated tbat 
Roche shareholders would be 
best served by the sale of the 
group's fragrance and flavours 


business and the spin-off of the 
vitamins business. 

Roche is the world leader in 
vitamins, traditionally one of 
its highest margin businesses. 
However, prices are under 
pressure and in the first six 
months of 1998 sales fell by 
1 per cent to SFrl.9bn. 

Roche is the world's biggest 
flavour-making company after 
last year's $lbn acquisition of 
Tastemaker, and one of the top 
fragrance companies. But the 
business, which had first half 
sales of SFrl.lbn is far less 
profitable than its main com- 
petitor. International Fra- 
grances and Flavours. 

Roche refused to comment 
on Mr Elmer's suggestions and 
said the two divisions 
remained core businesses. 
Roche also disclosed yesterday 
that results of a recent study 
reported in the Lancet, the UK 
medical journal, showed that 
Xenical not only led to weight 
loss but also reduced choles- 
terol and cardiovascular risks. 

Roche's non-voting certifi- 
cates. its most widely traded 
equity securities, rose SFr360 
to SFT15.175 on Friday. 


German 
energy 
groups 
end joint 
venture 


By Peter Norman 
to Bom 



RICHARD WATERS 

GLOBAL INVESTOR 


Will the bug bite? 


When does the next 
millennium really start? At 
midnight an December SI 1999, 
or a year later? 

Purists would point to the 
end of 2000, regardless of when 
the parties are actually 
thrown. But far many 
companies, the first encounter 
with the wvntpnnhTm will come 
much earlier, at the end of 
1998 or soon after. And that 
wpana that global 
computer glitch known as the 
mfflennium bomb or the Y2K 
problem - until now mainly a 
cause for breast-beating by the 
Cassandras - will become a 
matter of fin- more general 
investor concern in the final 
months of this year. 


The technological problem 
forecast to occur when the old 
century ends is, in reality, a 
rolling phenomenon. Any 
computer that has been asked 
to process information related 
to a date after 2000, 
such as those dealing with 
credit card transactions, has 
already encountered the 
problem. Thanks to the 
ftunfliar anneal hnri ggting 
process, this will became more 
widespread from the beginning 
Of 1998. 

Rival views cm the world's 
readiness are hardening as 
zero hour approaches. 

In one camp are the 
pessimists, whose predictions 
range from mild recession to 


widespread social and 
economic dislocation. 

Ed Yardeni, the Deutsche 
Securities economist who has 
been among the most voluble, 
has just increased his estimate 
of the risk of a Y2K-induced 
recession to 70 pm* cent He 
believes the lack of global 
leadership from the US an this 
jggnfr rnwms the matter is still 
not taken seriously enough. 

Paradoxically, it is the 
impact of the Yardenis that 
makes the optimists mare 
sanguine. IT departments 
would have to have had their 
betas in the sand to ignore all 
the warnings, according to 
Michael Kwatinetz, a US 

technology analyst He 


estimates that US companies 
are more than half-way 
through the job of putting 

thing s right 

The likes of Mr Kwatinetz 
also question the extent of the 
potential disruption. If 
computers were going to 
crash, they argue, many of 
those tbat work with 
information well into the 
future would already have 
done so. And the so-called 
embedded chips, which govern 
everything from elevators to 
automobile production lines, 
may simply not care which 
century it is: they will just go 
on working anyway. 

The underlying investment 
theme is uncertainty. For a 
start, there is precious little 
good information. 

Despite prodding from the 
Securities and Exchange 
Commission, many US 
companies have offered only 
cursory commentaries dd their 
preparations. The SEC is said 
to want more but, other than 
explaining the likely cost of 
trying to fix the problem, it is 
difficult to see what companies 
can say that will make it any 


easier for an outsider to assess 
the risks with any precision. 

Trying to draw general 
conclusions about the impact 
is also fraught with difficulty. 
Any number of investment 
reports have been launched on 
the strength of predictions 
about where the 2000 impact 
will Gall heaviest, but all are 
stabs in the dark. 

Big companies, for instance, 
may have devoted more 
resources to the issue and may 
have the clout to cut off 
suppliers or others that they 
view as unreliable. But those 
with global operations are 
more exposed to emerging 
markets, where the level of 
preparation is generally 
thought to be lower. 

Similarly, banks have 
probably spent the most in 
putting their houses in order 
and are the subject of close 
scrutiny. But they will still be 
exposed to risk because they 
cannot isolate themselves from 
inter-bank payment systems 
and credit markets, or from a 
general loss of confidence 
among depositors. 

At a broader level, the 


uncertainty could prove 
corrosive. 

Companies may feel they 
have put their own bouses in 
order but can the}' really be 
sure that others have done the 
same? With the federal 
government already admitting 
to serious problems, who 
really knows if air transport 
will be disrupted, or tax 
returns will be processed on 
time? Will the machinery of 
international trade grind to a 
halt? 

These are the sort of 
conditions that make 
companies more cautious 
about investing and 
consumers less willing to 
spend, a process that turns 
perception into reality. 

The US has been through a 
similar period within the past 
decade: the months after the 
Invasion of Kuwait, when the 
level of uncertainty was 
enough to tip a US economic 
slowdown into a recession, 
albeit a mild one. 

What a repeat of that 
experience would do to share 
prices at their current levels is 
not a pleasant thought. 
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German energy companies 
Veba Oel. RWE-DEA and Win- 
tershall yesterday agreed to 
restructure their oil and gas 
exploration and production 
activities by breaking up their 
Deminex joint venture and 
absorbing its component parts. 

The three companies said 
the move, backdated to Janu- 
ary 1, would cut overlap, 
strengthen their capacity to 
make quick decisions in a 
tougher competitive environ- 
ment and allow them to coor- 
dinate exploration and produc- 
tion activities with 
downstream interests. 

The statement triggered 
speculation that a further 
unravelling of joint ventures 
could be in prospect in the 
German oil industry. 

Veba, in particular, is known 
to want greater control over 
the Aral niotor fuel group in 
which it ha< a majority stake. 
The other bjg Aral sharehold- 
ers ore Winlershall and a sub- 
sidiary of Mobil Oil. 

Veta OeL which has held 63 
per cent of Deminex, will 
absorb its subsidiaries and 
employees in Britain, Indon- 
esia, Syria. Canada. Colombia 
and Trinidad. RWE-DEA. with 
18.5 per cent of Deminex, will 
take control of activities in 
Norway and Egypt with Veba 
Oel holding a minority stake. 

Wintershall, also with 18.5 
per cent of Deminex, will take 
its operations in Argentina. 
Russia and Azerbaijan. In addi- 
tion, RWE-DEA will transfer 
its Netherlands interests to 
Veba Oel. 

The three companies said 
they would continue all Demi- 
nex's foreign projects in line 
with investment plans. 

Deminex’s headquarters in 
Essen will be taken over by 
Veba Oel and merged with its 
exploration and production 
activities in Veta Oil & Gas, a 
new subsidiary. The break-up 
of Deminex will involve about 
50 job losses. 

Deminex was set up in 1969 
with federal government sup- 
port to give Germany a pres- 
ence in oil exploration and pro- 
duction and reduce its 
dependence on foreign multi- 
nationals. It produced 8.25m 
tonnes of crude oil and 
2.7bn cu m of gas last year and 
reported turnover of DM2£3bn 
($lJ39bn). 
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COMPUTER SERVICES US-BASED GROUP CEMENTS POSITION AS LARGEST PROVIDER IN BRITAIN 


EDS wins IT deal with BA unit 


By PtulTaytor 
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EDS, the US-based computer 
services group, has won a 10- 
year contract to supply 
information technology ser- 
vices to British Airways 
Engineering, as part of the 
latter’s drive to improve effi- 
ciency and business perfor- 
mance. 

Although the value of the 
contract was not disclosed, it 
is believed to be worth mare 
than £100m. It is the latest in 
a string oT big public and 
private sector outsourcing 


wins for EDS. which has 
now established Itself as the 
largest computer services 
group In Britain. 

EDS wffi help BA Engi- 
neering, which employs 
more than 9.000 and provides 
maintenance services to BA 
and other airlines around 
the world, update its XT 
systems and implement an 
enterprise- wide IT infra- 
structure. EDS will also pro- 
vide support for ba Engi- 
neering’s existing 
applications and desktop 
systems, focusing Initially 


on ensuring year 2000 com- 
pliance. 

“Both organisations see 
the tremendous benefits and. 
opportunities from working 
together to implement IT 
services and systems that set 
new standards in the airline 
engineering market," said 
Colin Matthews. BA Engi- 
neering’s managing director. 

Aside from a number of 
high profile public sector IT 
outsourcing contracts, 
including the Inland Reve- 
nue, EDS has won a string of 
other private sector deals. 


These include contracts with 
Royal Bank of Scotland, Brit- 
ish Airways Finance, Kell- 
ogg's, Airtoure, a £3Q0ra deal 
with Digital Equipment. 
PiBrington and British Petro- 
leum. ’ 

The US group has also 
been building up a particular 
expertise in the UK- based 
engineering, defence and 
aerospace sector having 
signed a 10-year strategic 
partnership agreement with 
Rolls-Royce Aerospace group 

worth more than £600m 18 
months ago. The flagship 


RollS-Royce contract is seen 
by 1 many in the TT services 
sector as a model .contract 
Colin Green, Rolls-Royce 
managing director, said that 
EDS was chosen as a partner 
"to help accelerate oar busi- 
ness transformation pro- 
cess". Under the agreement 
EDS has assumed full 
responsibility for the aero- 
space group's IT infrastruc- 
ture. network, . systems and 
application. About 750 
Rolls-Royce- staff transferred 
to EDS’s. global aerospace 
group as a result. 


L — 


Ocean in drive 
to enter global 
logistics arena 


By Jonathan fiord 


Ocean Group, the 
international freight com- 
pany, is to merge its freight 
forwarding and road haulage 
interests as part of its strat- 
egy to join the ranks of 
emerging global logistics 
businesses. 

Ocean’s freight forwarding 
division, USAS, which 
moves cargo across interna- 
tional borders, is to be put 
together with the group's 
smaller road distribution 
companies, Intexo and 
McGrqjor Cory. The merged 
entity will operate under the 
name MSAS Global Logistics 
and have sales of about 
El.lbn. 

John Allan, chief execu- 
tive, said the group had 
decided on the merger 
because the tr aditional dis- 
tinction between freight for- 
warding and distribution 
was eroding. 

“Multinational customers 
increasingly want to deal 
with a single organisation 
with good geographical cov- 
erage handling the entire 
supply chains he said. 

US logistics businesses 


such as Ryder and Fen sire, 
the latter backed by GE Cap- 
ital, have moved into the 
European market in recent 
years, seeking to offer a 
global distribution sendee to 
multinational companies. 

Mr Allan said the US 
en trants were still building 
up their European networks, 
so bad yet to make signifi- 
cant inroads into. the. busi- 
ness handled by their indige- 
nous competitors. But he 
said it was important Ocean 
met the long term competi- 
tive threat head on. 

MSAS, with sales of about 
£900m last year, is one of the 
world's largest freight for- 
warding companies. 

Intexo and McGregor Cory, 
which have sales of approxi- 
mately £200m, enjoy strong 
positions In the healthcare 
and packaged consumer 
goods markets. Their net- 
works cover the UK and 
Europe. Ocean is also build- 
ing a distribution presence 
in Asia. 

Mr Allan said the biggest 
hole to the group's distribu- 
tion coverage was to the US. 
Ocean Is understood to be 
seeking to rectify this. 


Reuters 
set to 
shake-up 
‘fiefdoms’ 

By David Rlackwel 


Reuters, the financial 
information group, is plan- 
ning a radical change in the 
way it operates next year in 
order to benefit from the glo- 
balisation of its markets. 

An internal memo to all 
staff from Peter Job, chief 
executive, reveals plans to 
dismantle its geographic 
divisions. Instead, Mr Job is 
understood to want to divide 
the business by product line 
and to introduce global 
account management 

The group, which is due to 
report its interim results on 
Wednesday. yesterday 
refused to comment on the 
plans, describing the memo 
as private and confidential. 

Analysts are expecting 
interim profits to Call from 
£333m to about £295m. The 
group has been hit by the 
Asian economic crisis, while 
sales of its 3000 series are 
behind budget and margins 
on its Insttoet trading sys- 
tem have been depressed by 
competition to the US. 

Mr Job’s memo criticised 
the North America, Asia and 
Europe, Africa and Middle 



Peter Job; memo criticises geographical divisions 


East divisions, accusing 
them of being self-contained 
fiefdoms. The group was get- 
ting the products, but 
needed more performance at 
a time of significant chal- 
lenges, it said. 

The shares were knocked 
back earlier this year after it 
emerged the group was 
being investigated by a US 
grand jury over allegations 


that it had taken proprietary 
information from Bloom- 
berg. They closed on Friday 
up 3b Ip at B23V4p. well below 
the 12-month high of 770p. 

.Mr Job in February dis- 
missed as “wfld speculation" 
reports that the group might 
have undertaken electronic 

surveillance of Bloomberg. 
See Comment & Analysis 


Hermes 




directors 


By Jane Martins va, 

Investment Correspon-ieot 


Hermes Lens Asset 
Management, the . partner- 
ship between the UK institu- 
tional investor and US share- 
holder group, has- appointed 
a chairman and aon-execu 
five director in the run-up to 
the launch of its new activist 
fund.- . 

Mark H offman , the chair- 
man' of Cambridge Research 
Group, the private invest- 
ment company, is to as s ume 
a similar responsibility at 
the new fond management 
company. 

Mr Hcffinari is an Amen- 
can who has: worked for both 
UK and US venture capital 
businesses. / 

He is also currently chair- 
man of Guinness FHght Ven- 
ture Capital Trust 

Andrew Longhurst, a for- 
mer director a Lloyds TSB, 
the hawking 1 group, Chel- 
tenham & Gloucester, the 
building society, is to 
become a non-executive 
director of the new com- 
pany-. . . 

• Peter Butler, chief execu- 
tive of Hermes Lens, said 
that both individuals 
brought experience and City 
contacts to the board. 

The company is due to 
launch its Focus fund at the 
beginning of October. 

This fond; which has the 
hflrirm g of the B ritish -Tele- 
communications pension 
fund behind Hermes, intends 
to target underperforming 
companies. 

It hopes to bring about 
improvements in perfor- 
mance with the help of 
larger fund managers in the 
City. 

With the BT pension fund 
pledging up to £i00m, Her- 
mes Lens anticipates being 
able to launch with an initial 
£l50m. 

Mr Butler said that inter- 
est up to the present time 
had been keen. 


Predator takes stakes in trusts 


By Jam Eagtaham 


Advance Developing 
Markets Trust, a “vulture 
fund” designed to shake up 
the £3.2bu emerging markets 
investment trust sector, has 
invested about half the £80m 
it raised last month. 

The Financial limes has 
learned the identities of nine 
trusts where Advance has 
undisclosed stakes, some of 
which analysts say look vul- 
nerable to attack. 

The trust is already creat- 
ing waves within the emerg- 
ing markets .trusts sector, 
which has been battered by 
the collapse of Asian stock 
markets. 


Many shareholders hope 
that the predator will farce 
the trusts to take action to 
try and cut the very wide 
discounts between share 
prices and the value of 
underlying assets. 

“There has been little out- 
ward show of attempts to 
enhance shareholder val- 
ue . . . confronting questions 
of poor performance and 
wide discounts is the duty of 
the boards of these trusts 
and perhaps the new trust 
will help focus corporate 
minds on these issues" said 
Dresdner Kleinwort Benson 
in a recent report Advance 
Developing has already 
declared stakes of 3 pa* cent 


or more in four trusts, two of 
which - Murray Emerging 
and Edinburgh Inca - are 
believed to be vulnerable to 
attack. The Murray trust, 
which already has another 
predator, a US firm of arid- 
traguers, on Its shareholder 
register is “dead in the 
water" said one analyst 

The vulture has undis- 
closed stakes in a number of 
other trusts that could be 
forced to restructure or take 
other action. These Include 
Edinburgh New Tiger, Aber- 
deen New Dawn and Old 
Mutual South Africa. 

The high profile Hender- 
son TR Pacific Investment 
Trust is also on the hit list - 


ap ir 

it. is holding more than 40 
per cent of its £120m of 
assets to cash and Advance 
is thought to want it to hand 
some of that cash back to 
shareholders. 

Other trusts with' a rela- 
tively good performance 
track record appear to have 
been tajgetted by Advance 
to the hope that it will make 
money from a narrowing of 
the discount, rather than in 
the hopes of a restructuring. 

These include Templeton 
Emerging Markets, Temple- 
ton Latin American. Foreign 
& Colonial Emerging and 
Latin American, another 
trust run by Foreign & Colo- 
nial. 


Shire claims Alzheimer advance 


By Virginia Marsh 

Shire Pharmaceuticals, the 
drugs company, has pres- 
ented research indicating 
that its new treatment for 
Alzheimer’s disease helps 
slow memory loss. 

The treatment, galantam- 
toe, is potentially the compa- 


ny’s most valuable new 
drug. The disease - the most 
common farm of dementia — 
affects an estimated 10m to 
20m worldwide. 

It said at the weekend that 
initial data from Phase HI 
trials, the final stage of clini- 
cal tests, suggested that in 
most patients with mild to 


moderate forms of the dis- 
ease - who usually worsen 
over time - cognitive scores 
were maintained at or above 
hagAiiwo throughout a year 
of treatment 

The drug is being devel- 
oped by Janssen Research 
Foundation, a Belgium-based 
subsidiary of Johnson & 


Johnson, under licence front 
Shire. 

If approved, it will be co- 
marketed, as Reminyi, in the 
UK and Ireland by Shire - 
which specialises in nervous 
system disorders and bone 
diseases. Elsewhere, Janssen 
will mainly be responsible 
for marketing- 


Hardy Oil seeks 



By Robert Corztae 


Hardy Oil and Gas, one of 
the UK explorers most often 
mentioned as a possible 
takeover target, is itself 
likely to seek acquisitions as 
part of a campaign to reha- 
bilitate its image among 
institutional investors. 

John Wahnsley, chief exec- 
utive, says Hardy has the 
potential to make “val- 
ue-added acquisitions," and 
that such deals “will come at 
the right time and without 
recourse to new funds from 
shareholders". • 

Mr Walmkley’e tenure at 
Hardy has been marked by 
an absence of deals, even 
though he had a reputation 
as a deal-maker to his for-, 
mar job as finance director 
of Enterprise OflL 
He now admits that the 
market has been disap- 
pointed at the lack of acqui- 
sitions, although be defends 
the organic growth perfor- 
mance: “We got our public 
relations strategy wrong, but 
at the organic level we’ve 


outperformed the sector.” 

He said tt was the first 
' ttmp xn his career that ' ho 
had allowed a gulf to appear 
between the market's per- 
ceptions of his intentions 
and the reality of his strat- 
egy; “The PR attached to 
John Wahnsley is that he is 
a deal-doer. But our strategy 
was always to deal and (frill. 
We just have to communi- 
cate that better. 1 * 

The company has also suf- 
fered from the general sense 
of malaise that has affected 
oD industry shares. Hardy, 
along with several other 
explorers, is seeing the fruits 
of its recent organic growth 
emerge at a time at low oil 
prices. The exploration and 
production sector has under- 
performed the market by 
about 30.per cent tins year, 
mainly because of the col- 
lapse to crude all prices. 

: Hardy shares have also 
suffered because of the poor 
take-up of a recent righto 
issue, but Mr Wahnsley yes- 
terday said the stock over- 
bang had disappeared. 
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At the time, it seemed a good. i 
idea. Demerging Selfridges 
from Sears would - allow it to 
escape the drip-drip of bad 
publicity; which dogged its 
parent.- The jewel to ;the 
cr ow n would attract a pre- 
mium rating;; Only- a year 
ago, analysts confidently val- 
ued Selfridges at fisSOml Alas; 
a year is. a long thne on- the 
High street, and an especially J 
long, time in -the life of Sears. 

Since then, .both profits and 
valuations ‘ have . slumped; 

Moreover, refur Irishmen t to 
the Oxford Street store is 
proving more dtenjptive than 

originally forecast. What, . 

though, of the ftrturet Start with Selfridges- In_ the year to 

January 1999, it wEB probably only make pre tax pridfts of 
£j7ta, or around Sp of earnings per share Given that the 
figure Is depressed, and hence earnings should recover quite 
fast a chunky multiple may be justified. Bot eva^a multiple 
of 28 would only produce a share price of 23C& or a. market 
value of some £335m. If thei large investments to Oxford 
Street and Manchester jporo successful, though, this figure 
could rise towards £450m. 

The possibility at an economic slowdown and disappoint- 
ing trading cannot, however, be wholly dis counted, ff so, 
£370m may look rich. Doubtless scree carpetbagger will try 
to capitalise on these valuaffdnal doubts. But share ho lders 
who have had the patience to come this far should have 
little trouble resisting opportunistic offers. 

If Selfridges starts trading around 220p, the market ia 
effectively discounting a price of 32Qp for the rump Of Sears. . 
This is a.very subdued valuation; but then so are the ratings 
of other clothing retailers like Arcadia which arguably have 
better track-records and prospects. . Some bid premium is. . 
justified for Freemans ahead of its demerger Taterthis year, 
but any bid will fell well short of tbe£367inLStttlewoods was. 
prepared to pay. - 

The upshot is two shares, both, likely to start an ray 
modest valuations. .Given the track record of Sears, this is 
only appropriate. Folly and bad luck have both been present 
to abundance. For speculators, the shares are probably 
worth a punt. Those preferring a quiet life should took 
elsewhere, or at least, to the case of Selfridges, wait for a 
trading record to emerge. 
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INVESTMENT TRUSTS 


US group targets 
Biotech Investments 

A predator . has booght a &.pwceqf stafoahi Biotechnology - 
Inv es t ments , the offshore inveslment conipany planning a 
merger with International Biotechnology Trust. The move 
meanslhecxKnfK^.caprtallsod atabout£150m, cook! dome 
under pressure to wind up or partially convert to unit trust 
status, should the merger ptarr' ML. 

The predato r Is the Liverpool Partn«ship»~a US Him of arbi- 




■vi-'. 


trust sector whose shares hade on a wide discount to the . 
value of ther underlying assets, ns 6 per cent stake was 
bought an July 2 at a dfebourtt of about 35 par cent to Bio^ 
technology Investment’s quoted net asset value, according to 
broker BT Afax-Brown. Jean E a g toaha m, . 


PAPER 


Avjo Wiggins expands in Romania 

Arjo Wiggins Appleton has extended its European merchant- : 
tng network through the purchase of a majority stake In the 
largest paper merchant in Romania, eastern Europe’s second 
biggest market The Anglo-French pape r group said that It 
had bought a 60 per cent stake In HTC, a Bucharest-based 
mtochant that also distributes office supplies aid manufao- ■ 
lures office paper products. The company, which was set up 
about five years ago, reported sales of £14.7m ($24m) last 
year. Vlrgtoa Marsh 


MINERALS ^ ‘ • 

Firestone to list with £5m placing 

Firestone Diamonds, the diamond and exploration company, 
is to list on Aim via a ESm placing expected to give the com- 
pany a market capitalisation of £30m.7he proceeds from the 
placing are to be used to expand its Hondekfip Bay 
operations in South Africa, estimated to have reserves of 
900,000 carats valued at £100m. 

The company said It was benefiting finom De Beers' com- 
mftment to support diamond prices, despite a drop In . 
demand from south-east Asia. Arkady Ostrovsky - 
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Notice of Resignation 

Nolice is hereby given that pursuant to ibe Terms and Conditions of die Band and Note issues (the “Issues’*} 
listed helm. The Yosuda Trust and Banking Company Limited, London Brandi, will resign from all in 
various rotes. No Mieeessons will be appointed, except that the role of Replacement Agent will be assumed 
h> Yasnda TVtuq and Banking (Luxembourg) S.A. 

Effective 

faMcr btaeName fiscal or Principal Paying Agent Date 

The Y«ki*U TiUit and Banking US$1 00.000,000 2V* Coa^oubte femda Bant and Trasr 26JS4S 

Company (jutted . Bonds due 2UM Campmy fCf^A.1 

Notice i*. hereby ju'en (hat pursuant to the Terms and Conditions of the Band and Note issues (the “Issues”) 
listed below, The Yasuda Trust and Banking Company Lmrited, London Branch, will resign tram afl in 
various rotes, and will be succeeded as Paying Agent and Agent Bank by The Fuji Bank. Limited. London 
Branch, and as Replacement Agent by Yasuda Trust and Banfcrng (Luxembourg) S.A 


Yauidj Trust sat Banting 
(Laiemtaorg! JLA. 


USSSQJQUOMO Ftamng Rate 
Ownnseed Notes sad due 2000 
with lived me Optra 


Yracft Bat «xi Trasr 
Caeapiny (USA.) 


20.7.98 


Notice b hereby given that pursuant to (be Terms and Conditions of Ibe Bond and Note issues Ube “issues'*) 
listed below, The Yasuda That and Banking Company Limited. London Branch, will resign from alt its 
varipttk rotesandwill be succeeded by Yamds Trmn arid Banfcing < 1 jwmhraw y) S.A. 


SknpbmL 


WjmoOOnOO 6.1? Bonds 
doe IW 


The Ywnda Tran md Badfciag I.VS-W 

C uo i p > » ). limited 


No successor will be appointed in the case of de following Note s 


YTB Faunae i Aruba) KE.C. 


USSIWJXIOJOOO Oawmeed 
Sitbonflnricd Fncd/ FRN i fee 2002 


Yesoda Bank end Trim 
Corapeny ilUA.l 


28.7.98 


AH fonher puneatatiom of coupon andfor Nmes/Bands in Loodai should, following the “effective date”, be petemed lor 
payment at the offices of fee natngPhymg Agent or Yamdi Truer and Banking (Ltuembnsgj S A. 13 Rik Bctumm, 
L- 121V Lnnmhoug. or The (sqi Baofc. Limited. Riser Pine House. 7-11 fimbm) Gran. London EC2M 7DH. 
mapNioMc. 


20 July I vug 
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Ibe Yto*4* Tfruat md Banking Company. Limited 
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NOTICE OF 
CONVERSION PRICE 
ADJUSTMENT 
TO THE HOLDERS OF 
US$88,000,000 
First International 
Computer, Inc. 

(Incorporated with fauited 
Sabifity in Taiwan, 

Repobfic of China) 

1 per coal Con nrtible . 
Bonds, Dnc 2004 
' (the“ftwb"J 
CUSH* No. 320546 AA2 
(SIN#XXWM12»m 

NOTICE IS HEREBY. 
GIVEN to die holders of the 
outstanding Bonds of First 
International Cora pater, Inc. 
(tha •'Company"), the Company 

will distrfinle a 30% stock div- 
idend to its shareholders and 
4.000.000 common shares 
stock bonus- to dnpfayees.an 
July 18. 1998 (die record due), 
b accordance with che provi- 
sians of tbe ladentmcomtim- 
htg the -Bowk, the Gonvetman 
Price will be adjusted from 
NTS48.15 per share « 
NTS36.9I per tine eflcctrrdy 
July 18. 1998. 

BraaftoMes- should oansrit 
with the Teems and Coaditibus- 
of the Bonds eontained in die 


6, 1997 fir specific provisoes 
concerning the 'Conversion 
rights amidtiag to tbeBonds. 

- FtRPr.jKTGRKA'naNAL 
CoMrtnER,-Utc 

^rdSeoipTfistn 
. CfflipaafLflteted . 

Dated: July 20; 1998 
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GBP 10,000,000 

YORKSHIRE 
BUHDING SOCIETY 

Hoatiag Rate SobonGnarc 
' - Notes due W99 
Interest Bate.. . &5312S* . 

Interest Fenod 

Jdy 15 l 1998 • 
October ifi, 1996 
Intsresr Amount due on 
October IS. 1998per . 

GBP. mooo . -GBP 2,15034 -. 
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..NEWS DIGEST 

SWISS iJENeiNEERING 


Sulzer acquires Italian 
weaving machine group 


Sutsr, the Swiss engineering conglomerate, is strengthening 
**J*T?. n 38 1he world's leading textile weaving machinery 
manufacturer by acquiring the Italian weaving machine busi- 
ness of Nuevo FHgnone. The Italian group, based in Schro is 
owned by General Electric of the US and its sales per 
employee are more than twice those of Suker's own 
slimmed -down textile machinery division. 

"me biggest part of Suker’s textile machinery business is in 
projectile weaving machines and the acquisition will 
strengthen its position in rapier machines, which account for 
about 40 per cent of the global market for shuttle-less weav- 
ing machines. The Sulzer ROti textile rrechinery business, 
which is being renamed Sulzer Textfl. has lost money in five 
out of the last six years and the acquisition of the profitable 
Italian business Is being seen as an Important step in restor- 
ing Suker's own profrtabflity in the sector. 

WBHam Hall, Zurich 


MEXICAN TELECOMS 


Telmex considers Brazilian bid 

Tel max, the Mexican telecommunications giant, is mulling a 
bid in the privatisation of the mammoth Brazilian phone sys- 
tem at a time when its plans lo enter the US market have 
been stalled by regulators in Washington. A company official 
said Telmex, with its minority US partner Southwestern BeB,' 
was considering taking part in the cellular or fixed-line auc- 
tions on July 29, when Telebras, the Brazilian telecommunica- 
tions giant, is broken up into 12 units. The auctions are 
expected to fetch at least $14 bn. 

The possible bid helped drive up Telmex’ s share price last 
week. However, its other main cross-border foray, into the 
Hispanic market in the US. has been delayed by the US Fed- 
eral Communications Commission. FCC officials were not 
happy with a preliminary decision last October to grant Tel- 
mex a licence to operate in the US. chiefly because of the 
planned rates the Mexican company proposed to charge US 
carriers to complete calls in Mexico between. 1998 and 2000. 

In the preliminary agreement, Telmex had said it would drop 
international settlement rates to a US benchmark of 19 cents 
a minute in 2000 after modest reductions this year and next 
Its US competitors have demanded much steeper cuts before 
2000. FCC officials said the issue was under d iscussion with 
Mexican authorities, and Telmex was expected to lower some 
of the proposed rates. If It does, US carriers such as AT&T 
and MCt may soften their opposition to Telmex’s incursion 
north of the border. Henry Tricks, Mexico City 


MALAWI GDRS 

Press Corp starts trading 

Global Depositary Receipts of Malawi's biggest company 
begin trading today in London. The move follows last week's 
International equity offering in which Press Trust, a public 
trust in Malawi, reduced its holding in Press Corporation, a 
conglomerate with interests in trading, fuel, brewing, tobacco, 
banking, financial services and property. 

The sale raised a total of $10.9m of which $8.4m came 
through the disposal of 18.4m shares (in the form of GDfls) to 
international investors and the rest from the issue of 2.6m . 
new shares. In March, Press Trust raised $12.8m when it sold 
a 22 per centstdke in Press Corporation to domestic and 
international investors including Old Mutual Malawi, part of 
the South African life assurance group. The latest sale 
reduces the Press Trust holding to 49 per cent 

About 5 per cent of Press Corporation shares are to be 
offered to employees and domestic investors In Malawi in 
September. Although equity Issues from South Africa are rela- 
tively common, those from other countries in the region 
remain rare. A specialist at Robert Fleming, lead manager on 
the deal, said: "As economic fundamentals in Sub-Saharan 
Africa improve, more offerings of this kind may follow." 

Joel Ktoazo 


ELECTRONICS 


AMP to cut 3,500 jobs 

AMP. the world’s largest supplier of electric and electronic 
connectors, is to cut about 3,500 jobs worldwide as part of a 
programme to streamline manufacturing facilities and simplify 
the business. The company, battered by the strong dollar and 
weakening sales In Asia-Pacific, also said it was looking to 
consolidate plant facilities over the next two yeas, and 
announced it had already slated the LoganviHe plants in Penn- 
sylvania and its Kemersvflle plant In the North Caroflna for 
closure. Nikki Taft, Chicago 


CHRYSLER 


Kerkorian reduces stake 

Kirk Kerkorian, the West Coast investor, and his privately 
owned Tracinda Corporation, have cut their stake in Chrysler, 
the US automotive manufacturer which is in the throes of a 
$40bn merger with Daimler-Benz of Germany. In a federal ®- 
ing. the investment company said It had sold 9.4m shares, at 
prices ranging from $55.88 a share to $56.75, and now holds 
just under 80m shares in the Detroit-based carmaker. The 
shares were sold, according to the filing, to avoid adverse tax 
effects in connection with the planned merger. 

Mr Kerkorian acquired most of the holding in the earty 
1990s, and attempted a takeover rn 1995. Although this 
quickly collapsed, he did wring some changes from Chrysler, 
under a five-year standstill pact - notably, a promise on divi- 
dend pay-outs and some corporate governance matters. 

Nikki Taft 


MERCHANDISING 


Real Madrid appoints Zone 

Real Madrid, the heavily indebted European football champi- 
ons. have appointed Zone, the UK pubfisher and merchandis- 
ing consultants, and Delratte & Touche, the accountants, as 
commercial consultants. Edward Freedman, Zone’s managing 
director, who built up Manchester United’s merchandise 
department said: “Europe has realised how well we market 
football in England." 

Zone directs aB commercial and merchandising activities at 
AS Roma, acts as consultants' to Nottingham Forest in t he 
UK. and will launch the official Chelsea magazine next month. 
The company also works on merchandising for the Spice 
Girls. Simon Kuper 


FINANCIAL SERVICES 


Arab-Malaysian seeks protection 

Arab- Malaysian Corp. a big Malaysian 

otoud sought court protection from creators to give It time to 

S ^ highest prices for ite asseto tto govern- 

ment news agency, said the company had li«1.1 bn 

Ss$268m) 7 debts from the 65 per cent whpnln share 
Lees since investors withdrew from the region last year. It is 
methinj big company to seek court protection m recent days. 
.chAlla McNulty. Kuala Lumpur 


COMPANIES & FINANCE 


Fresco puts Fiat on the global road 

Corporate culture at the most Italian of international companies is set to change, says Paul Betts 


H Market 
movers 

Paolo Fresco is a classic 
“Americano” - an Italian 
who made it good in the US. 
And last week the 
Americano, who has now 
returned to his native Italy, 
made it clear that his 
37 years In the US would 
weigh heavily In his new 
role as chairman of Fiat, 
Italy’s biggest manufactur- 
ing company. 

The former deputy chair- 
man of General Electric, the 
US conglomerate, has only 
spent a few weeks in his new 
job. However, at his press 
debut in Turin on Thursday, 
he wasted little time in cast- 
ing the global Imprint he 
plans to bring to this most 
Italian of international com- 
panies. 

"My past experience is the 
basis on which I will build 
my role at Fiat," said Mr 
Fresco, who has spent all his 
working life so far at GE. “A 
constant theme at GE was 
leadership in globalisation." 

That meant establishing a 
sales and production pres- 
ence in the world’s biggest 
markets, and changing the 
culture of the US company 
into a global one. 

T was the first vice-presi- 
dent at GE who was not 
American. For the past eight 
years I was part of GE's 
chief executive office and 
with Jack Welsh. GE's chair- 
man. we managed the com- 
pany in a collegial way. We 
launched new strategic ini- 
tiatives," said Mr Fresco. 

"Five years ago we moved 
the manufacturing company 
into services," he said, 
adding that Fiat had also 
started doing this. 


His relationship with 
Paolo Cantarella, Fiat chief 
executive, would also be 
modelled on the GE concept. 

“We. will work like a team. 
By combining our Joint and 
complementary experiences 
we should be able to build a 
winning team," he said. 

Fiat will need it Although 
Cesar e Romiti, the former 
chairman, left Fiat with 
strong net proQts. totalling 
L3.000bn (fl.7bnl. and record 
sales of L90,000bn, after sell- 
ing most of its non-strategic 
assets and refocusing on 
core automotive activities, 

profit mnrgfr w; of the main 
car business remain awful. 

“They are ghastly.” Mr 
Fresco, used to GE’s tough 
profit targets, readily con- 
ceded, but it was a problem 
for the whole car industry. A 
primary objective, however, 
would be to put the a ccent 
on value creation to improve 
profit margins that slumped 
to 0.1 per cent in the first 
quarter of this year. 

Manufacturing over- 
capacity and dismal profit 
margins have fuelled the 
current consolidation wave 
in the automotive sector. Mr 
Fresco's arrival and his past 
credentials have further 
excited speculation that Flat 
is poised to combine with 
another large car group. 

Mr Fresco was quick to 
pour cold water on recent 
merger speculation. 

“I can confirm we have 
had no discussions with 
BMW and that there have 
been no merger conversa- 
tions between the Agnellis 
[Fiat’s main shareholders] 
and the Quandt family [who 
control BMW]", he said. Nei- 
ther was Fiat taking part in 
any plans for a joint bid for 
KIA of South Korea. 

Mr Fresco insisted the 
company had the manage- 
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ment, the strategies, the 
products and the resources 
to survive on its own. That 
did not mean it was blind to 
potential partnership oppor- 
tunities. But any partnership 
would be established from a 
position of strength and not 
as a “passive partner". 

He bad not been brought 
into Fiat to sell the com- 
pany. “I have no specific 
mandate." he said, adding 
that his role was to ensure 
continuity and evolution. 

“In any case, my past 
experience is not of dispos- 
ing of assets but of growth. 
At GE, international activi- 
ties now account for 50 per 
cent of the business, from a 
mere 15 per cent when I first 
joined." 

Fiat bad also virtually 
completed the disposal of its 
non-core assets. 

Mr Fresco said Fiat was 
already well advanced in its 
globalisation. For cars, the 
main target of expansion 
were developing markets 
such as India. South Amer- 
ica. China and Russia. 

For other operations, such 
as components or factory 
processes and automation, 
there was room to expand in 
industrialised countries. He 


did not see at this stage any 
room for expanding in cars 
in the US markets. 

Fiat would pursue its 
strategy of enlarging its 
value change. “What we are 
talking about is transform- 
ing our manufacturing 

Industry' to serve our cus- 
tomers' other needs. - The 
survivors in the industry 
would be those companies 
able to introduce efficiency 
and better serve their cus- 
tomers before the others. 

Fiat was facing a difficult 
period, he admitted. Apart 
from problems in Brazil and 
the ending of Italian govern- 
ment incentives for new car 
sales, the Asian crisis risked 
having broad repercussions. 

Mr Fresco said Asian 
countries could seek to 
export their way out of 
recession “and that means 
dumping". 

He talked and sounded 
like a worldly American 
executive and was surprised 
when a journalist asked 
about his views on corporate 
transparency. “That's the 
only way I work." he said. 

Another asked about Fiat's 
relationship with Italian pol- 
itics. “My experience in rela- 
tionships with politicians is 
virtually non-existent. I 
believe in the independence 
of powers." be said. 

A third asked about the 
problems of heading a family 
company. "My mandate 
would be no different if I 
worked for a public company 
- I work for the benefits of 
all the shareholders." he 
said. 

There may be no immedi- 
ate revolution - Mr Fresco 
said he would start working 
full-time in his new job in 
October - but Fiat’s 
"Americano" has already set 
the wheels of a cultural evo- 
lution in motion. 


WorldCom to 
launch optical 
fibre network 


By Alan Cane 


WorldCom, the fast 
expanding US telecommuni- 
cations group, is claiming 
industry- leadership this 
week with the entry into ser- 
vice or an advanced optical 
fibre network code-named 
“Ulysses" linking Europe’s 
financial centres and the US. 

The networks in Europe 
and the US and the undersea 
cables that connect them 
link 27.000 US offices and 
4,000 buildings in Europe. 
The cables and switches are 
wholly owned and rminagcd 
by WorldCom, which gives it 
a significant commercial 
advantage over competitors 
that are forced to lease 
capacity on other companies* 
networks to coiled or 
deliver international calls. 

“When you own a network 
end-to-end you can control 
costs, quality and the prod- 
ucts and services you offer," 
said John Sidgmore, World- 
Corn's chief operating offi- 
cer. 

Customers in Europe 
could expect to see signifi- 
cantly lower communica- 
tions costs. WorldCom 's net- 
work is designed to carry 
volumes of data that would 
conventionally be consigned 
to private lines leased at 
high cost from telecoms 
operators. 

New services include inter- 
national ATM, the transmis- 
sion technology which 
underpins the information 
superhighway. 

Mr Sidgmore said: “The 
European network is the 
centrepiece of WorldC-om's 


strategy lo be the world's 
premier provider of telecoms 
services over its own facili- 
ties, owned and managed 
end to end." 

The significance of the 
launch is underlined by the 
fact that Liam Strong, head 
of the company's operations 
outside North America, 
chose the occasion to give 
his first public interview 
since taking control. 

"We are up and operating 
only seven months after lib- 
eralisation of the European 
telecoms market while ulh- 
era are still thinking about 
It." he said. "This network 
will allmv us to bci-omc a 
major global player." 

WorldCom turned over 
only S7-3Ttbn last year but is 
growing through organic 
growth and acquisition. It is 
in the final stages of having 
its proposed merger with 
MCI, the second largest US 
long distance operator, 
approved by US regulators. 

Many analysts believe it is 
the company best placed to 
take advantage of the revolu- 
tion in telecoms, which 
emphasises intelligent net- 
works. data transmission 
and the internet at the 
expense of tradition:] I voice 
calls. 

Now that the core of the 
European network is com- 
plete. the company is consid- 
ering expansion northwards 
into Scandinavia and south 
into Spain and Italy. 

WorldCom is already com- 
mitted to an aggressive 
expansion programme in 
Tokyo and Sydney starling 
In the autumn. 


NatWest 

considers 

making 

markets 

By James Maddt rtn s ft 


NatWest Stockbrokers, the 
retail broking arm of 
National Westminster bank, 
is drawing up plans to 
become a marketmaker in 
the privatisation and demu- 
tualisation shares in which 
it has high turnover. 

Marketmakers promise to 
offer “best price" for certain 
shares at all times, either 
matching or beating the 
market and taking the deals 
on to their own book. 

The move would allow 
NatWest. the equal largest 
retail broker in the country, 
to retain the profits on 
marketmaking that it other- 
wise passes on to the likes of 
Merrill Lynch or Dresdner 
Klein wort Benson, the mar- 
ketmakers that deal with 
retail stockbrokers. 

Richard Hunter, head of 
the dealing services division 
at NatWest Stockbrokers, 
said plans were still at 
"drawing board stage". But 
be added: “We are now free 
[of internal political 
restraints] because NatWest 
Markets has gone." 

NatWest Markets was the 
investment banking arm of 
the bank, which made mar- 
kets, but was sold to Bank- 
ers Trust for 5129m last 
December and merged with 
BT Alex Brown. 

He said as well as privati- 
sation shares such as British 
Telecommunications, he 
hoped to make a market in 
National Westminster itself. 

NatWest would not only 
use its marketmaking ser- 
vices Internally, but offer 
them to other institutions. 
“The first people you would 
go to to deal in NatWest 
shares is NatWest Stockbro- 
kers," he said. 

None of the big retail 
stockbrokers currently acts 
as a marketmaker. Barclays 
Stockbrokers, the same size 
as NatWest Stockbrokers, 
said It was not considering 
becoming a marketmaker 
after selling off BZW, which 
made markets. However, 
several upmarket brokers, 
such as Cazenove, Klein wort 
Benson and Merrill Lynch, 
operate as both retail bro- 
kers and marketmakers. 

Marketmakers make 
money through the spread 
between buying and selling 
prices on shares, taking 
deals from brokers and 
either holding the shares- 
themselves or matching 
them with other orders. Mr 
Hunter said: “The question 
is, are we leveraging our 
order flow enough?" 

He dismissed any ques- 
tions of a conflict of interest 
between the stockbroking 
and marketmaking opera- 
tions. “The sensitivities of 
who owns whom just go out 
the window when you have 
got a duty of care," he said. 
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Vickers to expand 
in marine propulsion 


Paul Buysse, the new chief 

executive of Vickers, Is plan- 
ning a big expansion of the 
engineering groups marine 
propulsion division, which is 
i likely to involve a series of 
] acquisitions and joint ven- 
hifies in the fast-growing pro- 

■ pulsion industry. 

' Mr Buysse hopes to extend 
» the division’s activities from 
o propellers, water jets and 
ti thrusters to a complete pro- 
t pulsion package including 
fithe engineering software on 
\l the ship’s bridge. 

His ambitions could use 
• up much or the £200m 

■ (8328m) cash pile with which 
Vickers has been left follow- 
ing the sale of Rolls-Royce 
Motor Cars to Volkswagen. 

The decision is one of the 
Qrst conclusions of a review 
of the group that Mr Buysse. 
a former BTR executive, 
began on his arrival in May. 
He has told investment ana- 
lysts in recent meetings that 
the review will be completed 
in mid-August 
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His plans for the Kamewa 
marine propulsion business 
have been given a mixed 
reception by some analysts. 
One sceptic said: ~l am fear- 
ful that fMr Buysse] will go 
out and buy a lot or rubbish 
and Vickers will wither." 

Mr Buy&se's marine ambi- 
tions could also set him at 
odds with those of Sir Chris- 
topher Lewinton. chairman 
of Tl Croup. TTs John Crane 
division has bought two 
marine propulsion busi- 
nesses this year, and is 
believed to be eager to 
expand further by buying 
Kamewa from Vickers. Sir 
Colin Chandler. Vickers’ 
chairman, is a non-executive 
director or TI. 

Vickers is iu talks to sell 
Brown Brothers, however, 
and could conclude a deal 
this month. Vosper Thomy- 
croft is believed to be among 
bidders for the ship stabi- 
liser equipment business, 
which could fetch £20m. 

Acquisitions and joint ven- 
tures are also likely in Vick- 
ers' tanks business, which 


makes the Challenger 2. k is 
believed to be seeking talks 
with GIAT of France about 
research and development 
collaboration and may pur- 
sue similar talks with Ger- 
many's Rheinmetall. 

Sir Colin and Mr Buysse 
have concluded that consoli- 
dation in the European tank 
industry should begin on a 
country-by country basis. 
Analysts expect it to resume 
its pursuit of GKN’s SlOOm- 
plus defence business, which 
is seen as a non-core area of 
the engineering group. 

GKN's attraction over 
Alvis. the independent LfK 
tank maker, is that GKN is 
in the winning consortium 
for a i:3bn multi-rule 
armoured vehicle contract, 
which the Vickers and Alvis 
consortium lost. 

Vickers, whose current 
tanks order book will run 
out by 2001. is expected to 
defer any decision on dosing 
one of its two factories in 
Leeds and Newcastle until it 
has completed such an 
acquisition. 


Mol buys 
regional 
| gas stake 

' By Kester Eddy m Badapest 


Mol, the Hungarian oil and 
gas company, has acquired a 
35.45 per cent stake in 
regional gas distribution 
company Egaz, which serves 
the relatively prosperous 
north-west of Hungary. 

The transaction means 
Mol now holds significant 
stakes in three of five 
regional gas companies, all 
of which were spun off from 
Mol's integrated state-owned 
predecessor only in 1992. 

Stakes of 50 per cent plus 1 
share in the state-owned 
GDCs were sold to foreign 
Investors in late 1995, and 
afterwards 40 per cent or 
shares were distributed to 
local councils in lieu of land 
contributed to the compa- 
nies. GDCs buy all their gas 
from Mol. which has exclu- 
sive rights to import and 
transmit gas in Hungary. 

Mol acquired a 10 per cent 
stake in Degaz. majority 
owned by VEW and Ruhr 
Gas of Germany, and early- 
last week announced the 
purchase of a 27.18 per cent 
stake in Dvgaz. Both Degaz 
and Egaz are majority 
owned b.v Gas de France. 

Mol has declined to reveal 
the previous owners or the 
price of the stakes, which 
local press reports have put 
at more than Ft ICibn (846m ). 
However. Russia's Gazprom 
is believed to have held 
stakes of about 15 per cent in 
Degaz and Egaz. 


Settlement delays 
dent Greek market 


By Jeremy Grant m London 
and Kerin Hope in Athens 

Trading in Greek securities 
has been hit by persistent 
settlement problems and vol- 
umes have fallen signifi- 
cantly as foreign brokers 
scale back their orders in 
one of Europe's most promis- 
ing new markets. 

The development has hit 
foreign confidence in the 
Greek securities market as 
the country attempts to shed 
its emerging market image 
In its campaign for member- 
ship of European monetary 
union by January 2001. 

ft also casts doubt on 
whether its securities settle- 
ments systems will be able 
to handle a raft of private 
offerings planned under the 
government's privatisation 
scheme. 

Greek officials have been 
working hard to iron out the 
problems, which emerged 
after the drachma’s entry 
into Europe's exchange rate 
mechanism in March. Trad- 
ing volume quadrupled but 
antiquated settlement 
systems were unable to cope. 

London-based settlement 
officials say thousands of 
trades were failing in the 
local market, although the 
situation has improved. 

Nevertheless, one US 
investmeut bank. Morgan 
Stanley, is understood to 
have banned trading in 
Greek securities until the 
problems have been ironed 
out. A bank spokesman said 
he knew of no such ban. 


Another large US bank 
said it was doing about half 
as much Greek business 
since problems began and 
that trading was becoming 
expensive as settlement 
delays forced some banks to 
fund their own positions. 

Average daily trading vul- 
ume on the stock exchange 
fell to Drf0.8bn (S2G5m) in 
June, from Dr87.5bn in the 
last two weeks of March. 

In contrast with northern 
Europe, the Athens stock 
exchange requires share 
packages to be matched 
immediately with specific 
buyers and sellers rather 
tbau permitting brokers to 
make block trades and 
assign shares after settle- 
ment is completed. 

Greece’s ban on ‘’nominee 
accounts" to carry out block 
trades makes it hard for the 
country's custodian banks to 
meet the settlement deadline 
if trading volume suddenly 
increases. 

The main burden has 
fallen on Citibank in Athens, 
which acts as global custo- 
dian for about 70 per cent of 
transactions involving inter- 
national brokerages. 

“We’ve upgraded our 
systems and brought in 
more people to bundle pro 
cessing after the problems in 
the spring." said Takis Ara- 
poglou. head of Citibank's 
operations in Greece. 

“Volume is now much 
lower, but if there’s another 
big increase we‘11 be able to 
cope without difficulty. ’’ he 
said. 
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Bouygues 
family go 
on the 


Gy Robert Graham in Paris 


The Bouygues family has 
gone on the offensive against 
French financier Vincent 
Boll nre to break his blocking 
role as a dissident share- 
holder on the strategy of the 
Bouygues construction and 
telecommunications group. 

Martin Houvsrues. group 
chairman, and his brother 
Olivier have lodged a 
request with the financial 
markets council CCMFl to 
allow them to break a five- 
year pact io act in concert. 
This was signed last Decem- 
ber with Mr Bollore after the 
latter had acquired nearly 10 
per cent of voting rights. 

The request, due to be 
heard on Wednesday, claims 
Financit-re du Loch, the Bol- 
lore company holding the 
financier's stake, has Tailed 
to act m concert either 3t 
board level or at the annual 
shareholders' meeting. 

If the CMF accepts the 
Bouygues’ case, they will 
have a freer hand to brine in 
new shareholders or in issu- 
ing new capital. Rejection 
means the continuation of 
an uneasy “ca-habitation" 
for more than four years. 

The timing is significant 
since CDR. the company 
fomied to sell non-essential 
assets of Credit Lyonnais, 
holds 8 per cent of the voting 
rights. CDR is reportedly 
being courted for its Bouy- 
gues stake. 

This is the latest twist in 
months of open warfare 
between the two Bouygues 
brothers, who control 22 per 
cent of voting rights, anil Mr 
Bollore. As a result of the 
concert pact. Mr Bollore 
gamed two board seats and 
made clear the construction 
and utilities giant was ripe 
for a shake-up after under- 
performing the stock market 
for much of the 1990s. The 
prospect of Bouygues divest- 
ments ivith the advent of Mr 
Bollore has helped boost its 
share price this year. 

The main source of dis- 
agreement has been telecom- 
munications strategy, with 
Mr Bollore arguing that the 
group does not have the 
means to back its diversifica- 
tion into running France's 
third mobile phone network. 

On July 7 he is understood 
to have abstained from vot- 
ing in favour of purchasing 
10 per cent or Bouygues Tele- 
com held by Cable and Wire 
less. Earlier he had refused 
to approve 1997's accounts. 

A statement from the Bol- 
lore camp over the weekend 
claimed the concert pact had 
been respected to date. “The 
text envisaged the freedom 
of vote for the shareholders: 
thus Vincent Bollore has the 
right to vote as he feels. 
However, he has only 
abstained: never voted 
against a board motion.” 


EMERGING MARKETS RETRENCHMENT FOR SOME HAS LED TO OP PORTUNITIES F O R OTH ERS 

Time to pick up the pieces 


By Emflio Terazono 


June was another bad month 
for emerging markets. The 
IFC index fell 10.4 per cent, 
which combined with May's 
losses, totalled 23 per cent, 
the second largest two- 
month decline in the index’s 
history. 

Although sentiment has 
improved this month thanks 
to the halt ia the yea's 
decline and a rebound in 
Russia, jitters have persisted 
among the emerging market 
community as staff cuts at 
Jarding Fleming in Hong 
Kong and the collapse of 
Caspian, the emerging mar- 
kets specialist, raised the 
number of casualties. 

With money coming Into 
developing markets drying 
up. fund managers say the 
number of orders given out 
to brokers has plunged. 

“About 60 per cent or the 
people covering Asia now 
will probably have to go. 
There isn’t enough commis- 
sion to cover their costs," 
says Ashok Shah. Fund man- 
ager at Old MutuaL 

Retrenchment for some, 
however, has presented 
opportunities for others. 
Continental European 
houses and some US invest- 
ment banks, keen to build 
up their emerging market 
businesses, have been busy 
picking up the pieces. 

“We sec the current situa- 
tion where our competitors 
are pulling out. as an oppor- 
tunity to build." says Feike 
Goudsmit, head of emerging 
European equities at ABN 
Amro in London. The h ank 
is still recruiting for its 
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London-based research and 
trading teams, and also per- 
sonnel for local offices in 
emerging Europe. 

Others that are expanding 
include Donaldson. Lufkin & 
Jenrette, which is currently 
expanding its non-US invest- 
ment banking operations, 
and Banco Santander, which 
took on the Asian operations 
of Peregrine, the Hong Kong- 
based investment bank that 
collapsed earlier this year. 

Although the weighting of 
emerging markets in various 
benchmarks has fallen 
sharply and volumes have 
dried up, they see the cur- 
rent environment as a buy- 
ing opportunity. 

“If people are saying that 
emerging markets are going 
to remain submerged for- 
ever. that is a hell of a 
statement." says Richard 
Briance, chief executive of 
West Merchant Bank, the 
London arm of Westdeutsche 
Landesbank. 

The bank has been hiring 
personnel for its emerging 


Jd 


equities and asset manage- 
ment businesses. 

It recently appointed Allan 
Conway, who was at LGT 
Asset Management, as chief 
executive, and James 
Garvey, former managing 
director and bead of emerg- 
ing markets at UBS in Lon- 
don as head of corporate 
finance for central and east- 
ern Europe, the Middle East 
and Africa. 

“You need to build things 
at the trough. If you go in 
when things are hot and go 
out when they're down, 
you're going the wrong 
way." says Mr Briance. 

The recent search for safe 
havens with low correlation 
to movements in Asia has 
identified central European 
and Middle Eastern markets 
as well as Latin America as 
potential money makers. 

Central European coun- 
tries. including Hungary and 
Poland, are promoted as 
"convergence plays” as they 
prepare to enter the Euro- 
pean Union, while the Mid- 


dle Eastern markets, with 
low foreign exposure are 

also being highlighted by 
analysts. 

For banks that have iden- 
tified emerging markets as 
their main focus of business, 
it is a time to grit their teeth 
and hope for better times. 
"Things are very diiTirult 
but there are opportunities 
in mergers and acquisitions, 
and we are picking up a few 
deals.” says Shane O'Rior 
dain at Flemings. 

In Asia, which has seen a 
wave of cutbacks since late 
last year, analysts and bro- 
kers are hopeful that much 
of the retrenchment is over. 

"If anything, banks now 
seem to be hiring, since 
many are finding that the 
cutting may have been over- 
done," says one emerging 
market analyst 

Although thing s may seem 
grim in the short-term, there 
will be opportunities once 
Asian banks and companies 
start to recapitalise, say 
fund managers. 

"Volomes will probably 
□ever be the same again, but 
with new issues and privati- 
sations, there will be corpo- 
rate finance opportunities," 
says Charles Brock, fund 
man ager at Foreign £ Oolo- 
niaL 

But while the newcomers 
into emerging markets have 
helped mop up the overcapa- 
city. some fund managers 
only see it as musical chairs, 
with familiar names repre- 
senting a different invest- 
ment house. “It’s the same 
people and it's not like we're 
getting any value added," 
grumbles one fund manager. 


London Stock Exchange 
opens later for trading 


By George Graham, 
Banking Editor 


The London Stock Exchange 
will open for trading at 
9.00am from today in a bid to 
tackle the erratic pricing 
that has bedevilled its Sets 
electronic order book in the 
early morning. 

The new opening hours - 
half an hour later than 
before - are intended to 
avoid the wide spreads 
between buying and selling 
prices evident in early trad- 
ing. when institutional 
investors are still digesting 
overnight news and forming 
their strategies For the day. 

Brokers hope the move by 
the London International 
Financial Futures and 
Options Exchange to bring 
its closing time for equity 
index futures into line with 
the exchange at 4.30pm will 
also improve pricing at the 
end of the day. 

But the delayed opening 
has infuriated retail stock- 


brokers. which receive many 
of their orders overnight and 
would have preferred, if any 
thing, to open the market 
even earlier than before. 

In a move that contrasts 
with the exchange's later 
hours. Tradepoint. the strug- 
gling electronic stockmarket, 
will today announce a fee 
rebate for members who post 
orders early in the day. 

Members who display an 
order between 7.30am and 
9.30am will receive a credit 
of 2 basis points against 
their Tradepoint fees if the 
order is matched that day. 

“The problem is the lack 
of willingness of people to 
post orders visible to the 
market. This imaginative 
initiative Is Tradepoint’s 
way of encouraging market 
users to post their orders 
early in the day," said Nic 
Stuchfield. at Tradepoint 

LSE’s Sets system will 
open for orders at 8.50am. 
and trades at 9.00am. To 
maintain consistency in 


opening hours across the 
market, the mandatory 
quote period for smaller 
stocks traded outside Sets 
order book also moves to 
9.00am, though retail bro- 
kers expect marketmakers to 
continue quoting prices from 
8.15am or 8J0am. 

The exchange had also 
said it intended to start cal- 
culating official closing 
prices as a volume weighted 
average of bargains in the 
last 15 minutes of trading, 
instead of the last traded 
price, probably in December. 

However, this idea, like 
the opening hours, will have 
to be reviewed in the light of 
the LSE’s new alliance with 
the Frankfurt exchange. 

Liffe’s change in its trad- 
ing hours means trading of 
Footsie futures finishes at 
4.30pm from today, com- 
pared with the previous 
4.10pm. After hoars trading 
starts at 4.46pm and ends at 
6pm, and index options trad- 
ing also finishes at 130pm. 


Linde keen to 
spread its wings 

The German group's new chairman sees 
strength in diversity, writes Peter Marsh 


G erhard Full, chairman 
•if Linde, the German 
industrial group, proba- 
bly dreams about driving 
hydrogen-powered lift-trucks 
around refrigerated pharma- 
ceutical plants. 

This vision encapsulates 
the main business areas for 
the company, one of the 
heavyweights or Europe's 
engineering industry. 

The Wiesbaden-based com- 
pany wants to expand its 
sales by 40 per cent in the 
next five years, pushing 
away from its main markets 
of Europe into the Americas 
and Asia. 

While the group's dispa- 
rate array of businesses 
defies the fashion towards 
more "focused" companies. 
Mr Full believes the spread 
gives it more expansion 
opportunities. 3nd some 
unexpected benefits. 

However - amid the finan- 
cial crisis in Asia, which 
some observers believe could 
depress Linde's main mar- 
keLs - Mr Full may find it 
hard to fulfil his ambitions. 

Mr Full has worked at 
Linde since 1962. He took 
over as chairman just over a 
year ago from Hans Mein- 
hardt. the chairman for 30 
years. Mr Meinhardt. who is 
now i-hainnan of the super- 
visory board, championed 
the company’s growth to 
become the world's biggest 
maker of lift-trucks. 

Linde is also the second 
biggest worldwide producer 
of refrigerated food cabinets 
for retailers. It is among the 
biggest global suppliers of 
industrial gases, and builds 


specialist process plants, for 
instance for the drugs and 
chemicals industries. 

Mr Full is keen for the 
company to spread its wings. 
‘I am not just a fan of lift- 
trucks, but of Linde as a 
whole.” he says. 

With sales last year of 
DM9.5bn <S5.3bn>. or which 
84 per cent came from 
Europe. Linrle is aiming for 
DMl4bo by 2003, of which a 
quarter could come from 
outside Europe. Last year It 
made net profits oT DM447m, 
up 13 per cent on 1996. 

Most of the growth would 
come from internal expan- 
sion. although the company 
is also looking for a large 
acquisition that could fur- 
ther boost sales. 

The search for the 
so-called ''fifth leg" was 
started by Mr Meinhardt 
about three years ago. With 
none in sight, the quest con- 
fused stock market analysts. 
who have started to doubt 
Linde's seriousness. Such 
sentiments, together with 
worries about its exposure to 
Asia, have held Linde’s 
share performance to 45 per 
com below that of the DAX 
index In the past two years. 

Olaf Tblke. of Merrill 
Lynch, says most of Linde’s 
businesses are solid perform- 
ers but many investors are 
“fed up" with trying to work 
out its strategy. Gideon 
Franklin, of Morgan Stanley 
Dean Witter, says Linde 
facts a "challenging" task to 
meet its growth targets, 
given the maturity of many 
Of its businesses and poten- 
tial problems from Asia. 



Gerhard Fulb 'Whatever we buy must strengthen the other divisions' 


Mr Full says Linde Is still 
keen on a large acquisition 
but says it will have to fit in 
with the rest of the group. 
“Whatever we buy must sta- 
bilise and strengthen the 
other four divisions. Every- 
thing that does not will be 
screened out” 

H e also says the existing 
parts of Linde are in a 
good position lo 
expand, perhaps with small 
acquisitions to help market 
penetration in specific 
regions. 

These would follow the 
company's DM400m spend- 
ing spree in the past 18 
months on buying compa- 
nies in countries including 
the US. the UK and Brazil. 

With an eye to sharpening 
up profitability, the com 
pany has said all four divi- 
sions must aim for a return 
on capital above 20 per cent 
- a criterion currently met 
only by the gases division. 

Of the four units, the two 
smallest. refrigeration 
systems and plant contract- 


ing. have the biggest poten- 
tial for growth, says Mr Full 

Both these divisions, 
which had sales last year of 
DMl.abn and DMl.4bn 
respectively, could reach 
revenues of DM2bn and 
DM2.5bn by 2003. 

The plant contracting divi- 
sion, which derives just 12 
per cent of its revenues from 
Germany and 55 per cent 
from outside Europe, is more 
internationally focused than 
the company as a whole. 

Mr Full is particularly con- 
fident about expansion pros- 
pects in this division from 
the Americas, for instance in 
specialist projects for the 
chemicals industry. 

In lift trucks and gases, 
which had sales last year of 
DM4.2bn and DM2.7hn 
respectively, growth oppor- 
tunities are less obvious. 
Both are fairly mature mar- 
kets. with price competition 
in most parts of the world 
intense. Even so, Mr Full 
envisages expanding both 
areas by about 30 per cent in 
the next five years. 


UK index 
tracking 
funds gain 
ground 

By Jane Martinson, 
tavestment Correspondent 

Index tracking fund 
managers have gained 
ground in the UK at the 
expense of their larger active 
competitors as the latter 
continue to take a bearish 
stance on equities. 

Legal & General Invest- 
ment Management, one of 
the UK's largest index track- 
ing fund managers with 
£55bn ($90bn) in assets, rose 
from seventh to fourth place 
in the year to May in a sur- 
vey of investors in UK equi- 
ties compiled by Citywatch. 

A rising stock market and 
several large pension fund 
wins, including the contract 
for Centrica, the utility 
group, were the main drivers 
to .this performance. 

L&G and Barclays Global 
Investors, its main index- 
tracking rival, both seemed 
to benefit from the poorer 
performance of PDFM and 
Gartmore, two of the biggest 
UK pension fund managers. 

PDFM, whose future is 
under review by LIBS, Us 
Swiss parent, fell from 
fourth to eighth place In the 
FTSE All-Share rankings. 

The company, recently 
renamed Phillips & Drew, 
believes the world's equity 
markets are overvalued, a 
view that has put it near the 
bottom of the performance 
league tables in the past 
three years. 

Although BGI’s holdings 
in UK equities has remained 
In fifth place, the group has 
become the fourth largest 
manager of segregated pen- 
sion funds, relatively large 
company accounts. 

Data collected by City- 
watch also revealed that 
Mercury Asset Management, 
the UK’s largest pension 
fund manager, had lost mar - 
ket share. 

The company, which was 
bought by Merrill Lynch for 
£3bn last year, saw its share 
of the total UR equity mar- 
ket slip from 3.94 per cent to 
3.69 in the year to .July. It 
also lost ground in the FTSE 
100 . 

At the same time the total 
it invested in the UK market 
rose 29 per cent to £53-3bn, 
largely as a result of a rising 
stock market 

Acquisitions helped Axa 
Sun Life Investment man- 
agement, the company 
owned by the French insur- 
ance group, and Royal & Sun 
Alliance, the Insurer, move 
into the top 10 in the UK 
equity ranks. 

Prudential Portfolio Man- 
agers remained the largest 
manager overall, with 
S118bn in assets after its 
acquisition of Scottish Ami- 
cable last year. Schroder 
Investment Managers, which 
sponsored the Yearbook, is 
the second largest company 
with total assets of £105bn. 

Institutional Investor Year- 
book 1998 available from 
Citywatch on 0171 648 6035 
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Asian 


lyCtay Harris, 

tenting Correspondent 

teston compares, led by 
JS buyers, have stepped up 
iidr acquiaiHuns in the six 
countries most 
iffected by the icon’s eco- 
aomic crisfe. 

scS^ 5 * 11 buyers spent 
Sb^Zbn in the second quar- 
ter of 1998 on deals in Japan 
South - Korea, Hong Kong. 
Malaysia, Thailand and 
Indonesia, according to ffift 
Securities Data, which moni- 
tors worldwide takeover 
activity. 

This continues an upward 
trend since the third quarter 
of last year, when the total 
was only $680m. Deals In the 
fourth quarter of 1997 fell 
just short of jsbn, rising to 
about $5.5bn in the first 
quarter of thig year. 


rn groups on 
buying spree 


The pattern looks likely to 
continue as the number of 
solicited deals - assets or 

: subsidiaries put up for sale - 
in the first half of 1998 
*«*eded last year’s total in 
■each of the six countries 
except Japan. 

South Korea and Japan 
accounted for most of the 
increase in the value of take- 
overs. The value of denis in 
Hong Kong and Indonesia 
fell, while Thai deals were 
lower than in the first quar- 
ter, Malaysia continued to 
attract little interest. 

Financial services was the 
most active sector, as Illus- 
trated by Merrill Lynch's 
purchase of Yamaichl's 
retail network and Travelers 
Group’s acquisition of a 
stake in Nikko Securities. 

US buyers represented 59 
per cent of non-Asian invest- 


Report recommends more 
back-office mergers 


By Clay Harris 

Investment hanks hoping to 
get ahead in the consolidat- 
ing global market shoald 
cooperate In restructuring 
their operations systems, 
hiving them off into an inde- 
pendently managed “joint 
service utility", according to 
the co-author of a report 
published today. 

Paul Reyniers of consul- 
tants AT. Kearney said this 
strategy would be the next 
big step for the sector, as 
banks realised the limits of 
making cost-savings simply 
through the greater scale 
and elimination of overlaps 
achieved by mergers. 

Mr Reyniers said: “The 
chief executives in this role 
have no other way out but to 
be think in g about their next 
merger, even before the 
existing merger integration 
bos taken place.” 

Bankers should instead 
consider coming together on 
the operations side, he said. 


For example, three banks, 
one with the best equities 
system, and others with the 
best fixed-income system 
and foreign exchange and 
cash management system 
might combine forces. 

“Extract the systems and 
put them together to create 
a joint service utility." Mr 
Reyniers said. “You can put 
a value on it - it would have 
its own profit and loss and 
asset structure.” 

The biggest issue would be 
whether managements 
would be comfortable with 
the loss or control, be said. 

The idea is not without 
precedent. Two years ago. 
three of Canada's biggest 
commercial banks created 
Symcor Services to handle 
some back-office functions. 
ANZ Bank is in talks with 
an Australian competitor 
about a back-office merger. 

Cedel. the settlements 
agency owned by more than 
100 banks, has a comparable 
trading and communication 


Televisa set for telecoms buy 


By Leslie Crawford hi Cancun 

Televisa, the Mexican media 
conglomerate, intends to 
invest in a telecommunica- 
tions venture owned by one 
of its controlling sharehold- 
ers. In a move likely to upset 
minority investors. c 

Televisa executive^' said 
the company had agree# in 
principle to take a minority 
stake in Pegaso-Qualcomm. 
a joint-venture headed by 
Alejandro Burrillo. Televisa 
vice-president and head of 
international affairs, which 
recently won a bid for gov- 
ernment radio frequencies to 
operate wireless telephony. 

Pegaso paid $2S6m for the 
radio frequencies, and last 
week signed a $650m invest- 
ment accord with Qual- 
comm, the US developer of 
mobile phone technology, to 
create a new telecommunica- 
tions company in Mexico. 

Analysts estimate the com- 
pany will have to invest at 
least gsoom to compete with 


Telmex, the largest telecoms 
company in Mexico, and at 
least four other rivals that 
won licences to operate the 
nest generation or digital 
cellular telephony. 

Televisa is expected to 
announce the size of its 
commitment , to- Pegaso- 
Qualcomm within , the next 
'"I wo weeks. Media analysts 
in Mexico, however, said 
they saw little strategic 
sense in Televisa's foray into 
telecoms, and predicted Tel- 
evisa's share price would fall 
oo the news. 

Televisa’s American 
Depositary Receipts, which 
closed on Friday at $42 
have outperformed the Mexi- 
can stock market by 33 per 
cent this year, said Leonardo 
Simpser of Deutsche Morgan 
Grenfell. 

This was because inves- 
tors had welcomed a 
restructuring plan, 
announced by Mr Emilio 
Azcarraga Jean, the group's 
president and chairman, a 


CROSS BORDER M&A DEALS 


BIDDER/INVESTOR 
GS Capital {US} 

T teto {Spain} 

caw (utq 

Enron (US) 

Monsanto (US) 

Pirelli {ItaM 
ChancoBor Media (US) 

Inter public pug 

Preesac (UK) 

Alcan (Canada) 


Lake (Japan) 

PRT (Puerto Rico) 

Unit of MCI (US) 

Etettro (Brazil) 

PBIC (UK) 

Unit of Siemens (Germany) 
Racfto Centro (Mexico! 

I PR (UK) 

G Cartier (France) 

Indal (India) 


Financial srves 


Food science 


Broadcasting 
Business srves 
Vehicle compnls 


Detail awaited 
Rival to GTE 
Internet move 
Record premium 
Unilever disposal 
More consolidation 
Casn & paper 
New PR lorce 
Tender touch 
Taking control 
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INTERNATIOHALBOMDS _ASj_AN C0UNTR1ESHAVE BEEN F ORCED TO DELAY BORROW ING PLANS 

Latin America spared market’s worst 


ment in the region since 
July 1997. followed by com- 
panies from the UK 111 per 
cent) and Germany (9 per 
cent). 

A survey published last 
week by KPMG Corporate 
Finance found that the total 
value of cross-border deals 
in Asian and Pacific coun- 
tries have fallen by more 
than a third in the first half 
Of 1998 from the same period 
last year. 

The KPMG survey was 
more wide-ranging than the 
Securities Data survey. For 
example. China and India, 
which were not included in 
the latter, showed big falls 
in the value of cross-border 
deals. KPMG also monitored 
all cross-border activity, 
picking up the decline in 
such takeovers by Asian 
companies themselves. 


network in InterTrade 
Direct. Cedel Global Services 
intends to fulfil the same 
function for settlement and 
custody. But Mr Reyniers 
said: “What we need is the 
industry to drive this, 
through more enlightened 
players." 

The ideal candidates 
would have mastered the 
year 200U and euro chal- 
lenges and be thinking 
ahead to their next big 
move, he said. Their systems 
would be relatively new, 
based on cash-flows as 
opposed to individual prod- 
ucts. 

Such an approach might 
be especially appropriate for 
European investment banks 
faced with competition from 
the increasingly dominant 
US super league, he said. 

Global Investment Banking 
Strategy. A T. KeameijlEcon- 
omist Intelligence Unit. $700. 
Europe: +41 tO)I7l $30 1007: 
rest of tcorUL +1 213 504 0600. 


By Jeremy Boot - • 

Brazilians may stilt be 
smarting from watching the 
World Cup slip from their 
grasp, but at least the coun- 
try’s bankers can console 
themselves with one thing. 

Latin American bonds 
seem to have been spared 
the worst ravages of the lat- 
est round of emerging mar- 
ket turmoil and some coun- 
tries have managed to 
borrow on the capital 
markets without too much 
trouble. 

That has been in stark 
contrast to the late of Asian 
and other emerging market 
borrowers, forced to hold 
back on their borrowing 
plans as ever-widening yield 
spreads have put the capital 
markets out of their reach. 

Last week, the J.P. Morgan 
emerging market bond index 
fEMBI), widely viewed as a 
benchmark for emerging 
market debt, was showing 
average yields on a basket of 
bonds at about 579 basis 
points over the main US 
Treasury bond. That com- 
pares with an average of 700 
basts points at the height of 
the first phase of the Aslan 
financial crisis in November 
last year. 

Investors have also been 
hurt, with many recent 
issues trading at steep losses 
to their launch price. How- 


ever, although Latin bonds 
have suffered as investor 
appetite for this asset class 
has fallen, they have still 
outperformed their non- 
Latin counterparts by up to 
15 per cent, according to 
JJ 1 . Morgan. 

Argentina, for example, 
hmj manag ed to come to the 
market throughout the trou- 
bles on average once every 
two weeks. Last week, it 
sneaked through an E500m 
(5454m) issue priced to yield 
only 360 basis points over 
the US Treasury. 

That underlines how far 
investors have been pre- 
pared to separate Latin 
America from other emerg- 
ing market risk, analysts 
say. 

“In the past couple of 
weeks there seems to have 
been a decoupling of Latin 
[American] debt from the 
other emerging market 
debt,” said Rick Haller, 
director of emerging market 
proprietary trading at Deut- 
sche Bank. “Clearly the Rus- 
sian problems were isolated 
and Asia has been looking, 
at least in the short term, 
stable. That has allowed 
people to focus on Latin 
America rather than look at 
it as a function of the upsets 
in other markets." 

The main reason why 
Latin America has been bet- 
ter placed is that its eco- 


nomic and political funda- 
mentals are looking better 
than those of other emerging 
markets, economists say. 

Many governments are 
reaping the benefits of struc- 
tural reforms initiated after 
the Mexican peso crisis. 

Most have had some suc- 
cess in controlling inflation 
and have received strong 
electoral backing for reform 
- nUhnng b the adjustment 
process is being slowed 
down with elections pending 
in Brazil and Venezuela. 

In Argentina - where 
there is no election on the 
immediate horizon - gross 
domestic product growth is 
expected to be 5 to 5-5 per 
cent this year, the strongest 
of foe Latin American econo- 
mies. Bank deposits are 

su rging . 

Brazil’s current account 
deficit should end this year 
at between 3.5 and 3.8 per 
cent of GDP. providing a 
nagging trade deficit keeps 
shrinking. 

“The region should be 
resilient. The Latin Ameri- 
can context is one of improv- 
ing politics and fundamen- 
tals, so we should see them 
outperform,” said Richard 
Gray, head of emerg in g mar- 
kets research at Bank or 
America. 

The only black spot is 
Venezuela, where there are 
fears of an imminent devalu- 











ation and the leading candi- 
date in the forthcoming pre£ 
Idential election favours 
introducing a moratorium 
on the country’s foreign debt 
payments;- 1 . 

At the same tiiae, financ- 
ing needs are "still acute 
across Latin America. 

BBV Latinyest, part of 
Grupo BBV, estimates that 
of the $34bn worth of emerg- 
ing markets new bond issu- 
ance in the pipeline for the 
rest of this year. 28 per cent 
will originate in Latin Amer- 
ica, mainly from Venezuela, 
Argentina and Colombia. 


Bankers warn that with 
new issuance having sub- 
sided - and likely to remain 
subdued over the summer - 
a sudden burst of new issues 
flooding the market will 
prove hard to digest. 

However, Argentina 
should enjoy continued 
access to the market 
through creative funding 
programmes, says BBV 
Latinvest. It has avoided 
problems so far by issuing in 
euros, lira and D-marks, 
whidh appeals to continental 
European investors as it 
helps reduce funding costs. 


Telefonica in El Salvador mobile phone deal 


By James Wilson 
In San Salvador 

Telefonica, the Spanish 
telecoms company, has 
entered the Central Ameri- 
can market by buying a 
mobile phone operation in 
the first stage of El Salva- 
dor's telecommunications 
privatisation. 

In what it said was a step- 
ping stone to further acquisi- 
tions in the region, a group 


controlled by Telefonica paid 
$41m for 51 per cent of Intel, 
a company created last year 
whe n El S alvador's state car- 
rier. CTE-Antel, was restruc- 
tured. 

Its bid saw off rival offers 
from Telmex of Mexico and 
BellSouth of the US. 

“We want to become the 
biggest telecoms operator in 
Central America,” said Juan 
Rovira of Telefonica Interna- 
tional, the Telefonica subsid- 


iary that already runs its 
operations in Peru. Brazil, 
Argentina Chile. 

Telef6nica’s bid was 3Vi 
times the base price of 
511 An set for the sale, and 
surprised both rivals and 
sale promoters. Telmex, 
which bid 523.1m, said: “We 
are interested, but not at 
that price.” 

With a population in El 
Salvador of about 6m, the 
price was at least twice as 


high per person as compara- 
ble sales in the US, it said. 

The winning Md-was made 
fhiYHigb a hriMiwp company, 
Telefonica de Centroamtjr- 
ica, which is 51 per cent 
owned by Telefonica Interna- 
tional, with the remaining 
49 per cent owned by private 
investors in the region. 

The company expects to 
invest a further 540m in the 
next 12 months. 

The remaining 49 per cent 


of Intel's shares are to be 
offered within the next three 
.months on the Salvadorean 
stock market 
Telefonica anil compete 
with Telemovil, the existing 
mobile telephone operator, 
as well as a wireless service 
to be offered by CTE-Antel - 
which is itself being sold off 
by the government on Fri- 
day in the second phase of 
the privatisation. The base 
price for that sale is 5527m. 
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year ago, which promised to 
lift operating margins by 
sbeddiug-loss-making busi- 
nesses. cutting overheads 
and retiring debt. 

Investors had also been 
encouraged by the appoint- 
ment of professional manag- 
ers to head Televisa’s 
finance, production and 
sales deportments. 

Until the death last year of 
Emilio Azcarraga. Mr Azcar- 
raga Jean’s father, Televisa 
had been run as a family 
business, where loyalty was 
more important than effi- 
ciency. and relatives were 
frequently appointed to 
senior positions. 

As a result. Televisa grew 
into an un wieldly empire 
with 20.000 staff. 

Analysts said Televisa's 
planned investment in 
Pegaso-Qualcomm would be 
a setback to its plans to 
become the more focused, 
professionally-managed com- 
pany that had been promised 
to minority shareholders. 
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Allianz (§) 

Allianz Finance B.V. 

DM2 billion 

3% Exchangeable Bonds due 2003 
Largest ever German equity-linked bond 

Joint Lead Manager and Bookrunner 

1998 Germany 



rAsnpOM 

Gazprom 
US$429 million 

Initial Public Offering 
Joint Global Coordinator 

1996 Russia 




£3.5 billion 


Flotation of National Grid Group 

Sponsor and Broker of National Grid Group's listing 
on the London Stock Exchange and Adviser to the 
12 Regional Electricity Companies 


1995 


UK 


Allianz 

(§) 

DM1.5 billion 

Rights issue 

Lead Manager 

1998 

Germany 


Allianz 


DM1.3 billion 
Block Trade 

Joint Lead Manager and Bookrunner 
1998 Germany 


1997 



TA3nPOM 

Gazprom 
US$3 billion 

Debt Facility 
Arranger 



TA3nPOM 

Gazprom 
Strategic alliance 
with 

Royal Dutch Shell 
Financial Adviser 


Russia 


1997 


Russia 



LH Employee Share Ownership 
and 

LH Management Stock Option Plan 


Adviser and Administrator 
1996-8 Germany 



DM4.7 billion 

Second largest privatisation 
in Germany 

Joint Global Coordinator and Bookrunner • 
1997 Germany 




P'1 


ENERG1S 


£240 million 

10 Year Eurobond 
Co-Lead Manager 


Energis 
£2175 million 

Initial Public Offering listed on the London 
Stock Exchange and NASDAQ 
Global Coordinator, Sponsor and Bookrunner 


1996 


UK 


1997 


UK 








: •< 




22 


FES ANCIAL TIMES 


MONDAY JTJLY M 1998 



MARKETS m WEEK 


July 20 - July 26 





Benctenark yield cum 

<*r . 



testimony to 
m - -< tomorrow and 
Wednesday, is likely to 
SgnMfctbe US markets 
significant 

fl ? foflnit G jfaita are expected, 
EP’W ««ato6s figures 
TOUie sefxm& quarter, due 
Irom many large companies’ 

die on]y other potential 
brake an the recent surge of 


0 iOjessJO 30 

■Mjwejre 

SHsMMljaS as 


Dim Jones Industrial Average 


. -Afl the main US equity 
mdkes Sided -last week at 
all-time highs, with the Dow 
Jones Industrial Average 
rising ftumS405.74 to 
9,337-97 during tho week, 
while the S&P 500 rose from 
U6433ta 1,LS6.75. 

The Nasdaq composite 
Index, heavily w ei ghted 
towards large technology 
stocks, broke 2000 for the 
first time, moving from 
1£4&04 to 2,006,76. Bond 
prices fell slightly, but also 
remain very high, with the 
30-year Treasury yield at 5.74 
percent 



•My 1998 


Mr Greenspan might send 
a warning over valuations, 
although mast expect him to 
confirm the “wait-and-see" 
attitude to monetary 
tightening. However, there 
are so many factors affecting 
the US economy at present 
that there is more 
uncertainty than usual over 
what he will say. 


LONDON 


Benchmark yield crave 


By Phaq> Coggaa 


For UK investors, the key 
statistic of the week will be 
the second-quarter gross 
domestic product figures, 
which should show whether 
the UK economy is slowing 
down, as some people fear. 

According to Standard & 
Poor's MMS, the quarterly 
growth rate is expected to be 
0.5 per cent, with the annual 
rate dropping to 2.6 per cent 
Grom 3 per cent 

Another indication of 
economic activtty will come 
from the retail sales data for 
Jane. There should be a 
shar p Call in the annual rate 
of growth because last year's 
windfall expenditure drops 
out of the comparison, and 
poor weather and the World 
Cup are believed to have 
kept shoppers at home. 

HSBC expects a monthly Call 
of 1.5 per cent and for the 
annual rate to drop to 22 per 
cent from May’s 4J> per cent. 

Analysts will try to assess 
whether the data makes the 
monetary policy committee 
more or less likely to raise 
rates in August Last week. 
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the market appeared 
confused, with the pound 
failing but short sterling 
suggesting a quarter point 
rise might still be possible. 

But economics could take 
a back seat to corporate 
news, with S mith Klin e 
Beecham, Medeva, Reuters, 
I Cl, Legal & General and 
Shell reporting. 


ran* nwr 

By Andrew fisher 


With Germany's Dax 
blue-chip index now well 
past 6,000 points - op 45 per 
cent this year - at t ention 
continues to be split mainly 
between events in Asia and 
developments nearer home. 
In line with Wall Street and 
other markets, Frankfurt 
responded well to signs that 
political change in Japan 
might lead to necessary 
reforms. But the extent of 
these remain in doubt until 
the new Japanese prime 
minister is chosen. 

In Germany, the 
broadening of the economic 
recovery has enhanced 
pamingR prospects. The 
motor industry reported 
rising sales and production, 
expecting these to continue 
into next year. Combined 
with low inflation and low 
interest rates, the improving 
outlook has attracted more 
funds into equities. 

As the interim reporting 
season picks up. investors 
will look hard at SAP’s 
half-year figures and 1998 
forecasts today. The 
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business software group has 
already said the Aslan crisis 
business and 
confirmed that profits 
growth was more moderate, 
though still strong. On 
Wednesday, merging banks 
Bayerische Vereinsbank and 
Bayerische Hypotheken- und 
Wechsel-Bank will also 
reveal half-year figures. 


TOKYO 




By Alexandra Harney 


Markets will be nervously 
waiting for the announce- 
ment of Japan's new prime 
minister next week. The ^ 
resignation of Ryutaro 
Hashimoto lifted equity 
markets last week, amid 
hopes that a successor 
administration would tackle 
Japan’s economic problems 
more aggressively. 

Much will depend on the 
reputation of the new bead 
of the Liberal Democratic 
Parly, who automatically 
becomes prime minister, to 
be elected on Friday. Among 
the candidates, Setroku 
Kajlyama is considered the 
most eager to resolve the 
banking system's bad loan 
problems. The markets are 
likely to foil if Keizo Obuchi. 
the primary challenger, 
assumes the post. 

Last week, the Nikkei 225 
average rose 480.72 points, or 
3 par cent, to finish at 
1&570.78. Bond and foreign 
exchange markets were 
mired. The yield on the 
benchmark lO-year 182 
contract climbed during the 
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week, reaching 1*45 per cent 
by Friday's close, which 
analysts said was due to 
expectations that economic 
fyt pHH~inr\q would improve 

under a new administration. 

The yen fell as far as Y144 
against the dollar directly 
after Mr Hashimoto’s 
resignation but strengthened 
to Y13&94 on Friday. 
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WORLD PORTFOLIO 

Offices 69, route d’Esch, 

1^1470 Luxembourg 
■R.C. LUXEMBOURG B-25 994 : ~ 

SfoftlAB toe Mrafly fa«ritd to aKquidie. 

■ ANNUAL GENERAL MEETING ' 

tobeftU at the tcgbtcroJ office of ^ Bofijnelrtonauanlc 3 l.uxant'ourp, 91. 
mrte iTEua, LrKTO LnranJwag. oo Julj 31.' 1998 to U*.ol far Ac 
jMpCMflt oonndawg ml. «xmg upon die foOuteicg agenda; 

7. Sotenfencn of die Bcporat of (ha Baod of Drescfart red at the Auditor; 
Xhfpforel grift SuteawmofNet AaaaM << ite SuuwmaC 0|Kmk«4 
.’ *t» teyefff ended »» at M*rch 31 b. 199^ toloctowa aTflic ntlrcsito. 

T DladMse » fteUfitcua. 

< Sttmxj AgpxaoaBBX. ' 

HBhniMlx • • 

8h» Aaki e « »e *dvuolO»iiKnpK»ii»o B-reqgimHuntglauftofilieagtTi- 
4* of (be AeaHd General Mtnfac and Ate dcu&ioo will ft ratal on tmqtl? 
of A»m prwnt o» ttpwanneJ at Ac mjetatg. 
jttpXMjy loaMf Ac meeting Ac ewneni*' Ickw 'Jrarcshtte ladeptrqi 4cn 
fcjfcBdt. 8 m dear da)* before the Meettar » Bjonne 

ktMxeabaiaf.t9, route tfEiA L-lJMLui<mtvuig. 


The Board of Dtoraor* 


REDEMPTION NOTICE 

CITICORPO 
UJS420, 000,000 

Fkmnng Raw Notes Dae May 30, 2000 
BIN NO.X500577766SI 
Conoa Cade N®. 5777663 

NOTICE IS HEREST GWB4 THAT GSecrp hos to ndeem c* A^,o ?9 
1998 (Aa HwlBvoOon DmI q 9 of 6 w U S52O.00C0CO FUj 3je Note. 
Ow May 30. 3300 nsved by CUcen an May 30 J9V5 {the *Nc«j"J. o» a 
w/reMBW. wbiefi <mD beeoaia due and payr&a on iba Rrdanpft^ii Oft, 
■quo! la 100% of *a pne o pal onouni of iho efatm fAn irarrmt accrued to. but 
ret mdudne. *• tod e u yli m Ocre. On and abet dw Rcdompaan Ooto. rtrml 
an tfto Noto» - m! cnaaa to accrue 

ThtAbtos ans to be rrdacared at ibe main oHkx of Oabari. NA m kndjnaid 
al 4to iton aftca of Boqm bdwnAcad a laaiibjur^ Payntonl cf 6ic Now. 
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The Republic of Panama 

PDI Bonds Due 2016 

Notice is hereby given tfwl from July 1 7, 1 ^98 to January 1 9, 
1999 (186 days) ne Bands wifi cany an interest rote af 6.6375^ 
hpiffor The Republic at Pananw have elec te d that the fifth Interest 
Payment Data Januwy 19. 1999 is lo be a Roduccd Interest 

Payment Dote and as swdi tiw Interest rote payable v*iH bo 4% 

The Interest amouni cpplicobifl to lm» period, cakubred ert a rate of 
6.6875%. would be 36.66 per Bond having a face amount of 

US$1,056.66. 

The Reduced Interest Amount payable on January 1 9. 1 99 P 
cplciifate d ot 6% wifi be US$21.80 per Bond having a face amount 
of USS1 .054.66. 

The Capitalised Amouni for die third period is therefore USSU.64 
per Band hewing a few amount of US5 1 .056.66. 
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BCH Financial Services Ltd. 

(fonneriy Central Hispano Financial Services Ltd.) 

USD 100 . 000 , 000 .- P r ima ry Capital Guaranteed Ftoating Rote 
Notes due 2006 wtih a si d wt it u ti on gu aran tee cm a subordi- 
nated bads of Banco Central Hispanoatnericano SA 
Optional Redemption by Noteholders on October 29. 1998 
In accordance with condition 3 <b) of the Terms and 
Conditions of the Notes, any Noteholder has the right to 
have his Note redeemed by the Company at 100 % on 
October 29, 1998. 

This option can be exercised between August 31, 1998 and 
September 29. 1998 by depositing the Notes to be redeemed, 
together with all wvnatumd Coupons appertaining thereto, 
with any of the Paying Agents. 


Frankfurt am Main. July 1998 

COMMERZBANK Stt 


FORD MOTOR CREDIT COMPANY 
U.S.S 300.000.000 

FLOATING RATE NOTES due April 10, 2001 

In •KCOtdance with the p tovraorr? of (he ibore mentoaed Note, note* a 
hereby g*en « Mows 

Interest Period Wy 10th. 1998 to October 13th. 1998 05 djp) 

Interest payment date. October 13th. 1998 
Interest rate; 5 8375% per annum 

Coupon amount : US S 154.05 per note of US J 10.000 
US 51^40 45 per noted US $ 100.000 

Agent Bank 

BANOUE INTERNATIONALE 
A LUXEMBOURG 
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A Prime Srte 
for your 

Commercial 

Property 


Advertise your property to 
approximately 1 million FT 
readers In 160 countries. 

For details: 

Una McGorman 
+44 (0)171 873 3252 

Fax: +44 (0)171 673 3098 
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Your l-c^al ^ntim. 
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hiv -44 0171 S73J004 


COMPANIES DIARY 

Eyes focus 
on ICI’s 
programme 
of change 

Much attention will be 
focused on ICI’s interims 
this week following contro- 
versy last month when ana- 
lysts downgraded forecasts 
after selective briefings. 


TUESDAY 

• Citicorp is expected to 
report solid earnings per 
share growth in the second 
quarter, as recent concerns 
ease over the state of its 
credit card business and the 
impa rt of the Asian finanrial 
crisis, analysts said. 

Citicorp is expected to 
report pamings per share of 
fL29 on a fully -diluted basis, 
up from $2.20 at the same 
time last year, and compared 
with $2£3 in the first quar- 
ter, according to an IBES 
survey of 17 analysts' fore- 
casts. 



Charles BOer Smfth, chief executive, ponders Vib group’s fuhree t irection 


WEDNESDAY 


• AT&T, the US telecommu- 
nications group, is expected 
to report second-quarter 
earnings per share of 90-92 
cents, compared with 59 
cents for the same period a 
year ago according to ana- 
lysts. AFX reports. 

They added that the 
results would be overshad- 
owed by the debate over the 
impact that AT&T’s pro- 
posed S48bn merger with 
Telecommunications wilJ 
have on future earnings 
growth at the company. 

The earnings figures to the 
end of Jane are expected to 
provide few surprises, as 
AT&T guided the market to 
a 90-92 cents per share earn- 
ings figure late last month, 
when it announced its deal 
with TCI. At that time, 
AT&T said it expected its 
second quarter figures to 
"exceed analysts’ estimates 


of 80-82 cents per share by 8 
-10 cents". 

• Banco Central Hispa- 
noamericano will on 
Wednesday report first-half 
net profits after minorities of 
Pta81.7bn-Pta33.lbn (J205m- 
$2l4m), up from Pta25.03bn a 
year earlier, according to 
analysts’ estimates. 

Caja Madrid Bolsa analyst 
Javier Bemat said earnings 
would be fuelled by rising 
profits from the group’s 
Latin American operations, 
largely in Chile, but added 
that the contribution would 
be less than In the case of 
competitors BancoBilbao 
Vizcaya and Banco San- 
tander. 


THURSDAY 


• Analysts are expecting 
second quarter pre-tax prof- 
its of about £3 15m ($l89m> - 
up from £87m before excep- 
tional in the traditionally 
weaker first three months of 
the year - when Imperial 


Chemical Industries reports 
interims. 

Currency is expected to 
have had an impact across 
the group and the market 
will be looking for news of 
progress on disposals in 
industrial chemicals, the 
rump of the old JCL Paints 
and materials, meanwhile, 
are expected to have been 
dented by the Asian slow- 
down and. In the case of the 
former, by a price war in the 
US. 

• Banco Bilbao Vizcaya, the 
Spanish bank, will on Thurs- 
day report first-half net prof- 
its after minorities of 
Pta73.8bD-Pta75.6bn, up 
from Pta58-01hn a year ear- 
lier, according to analysts’ 
estimates. Analysts expect 
tbe results to rise in line 
with expectations, mainly 
because of the contribution 
of the bank’s Latin Ameri- 
can operations.They also 
said the company's cost 
redaction plan will help 
increase the efficiency rate 
over the coming years. 


• Philips, the Dutch con- 
sumer electronics group, wifi 
report second-quarter net 
profit from ordinary activi- 
ties of FI 772m -PI ibn 
($366m-$500m), or PI 2.50 
-FI 2M per share, compared 
with FI 693m, or FI 159 per 
share for the same period 
last year, according to ana- 
lysts' forecasts. 

Analysts noted that a 
sharp decline in Philips' 
Asian sales is. likely to be 
partially ofibet by stronger 
European sales. 

Corneille Coqwenberg, of 
ABN Amro, who is forecast- 
ing second-quarter net prof- 
its before exceptionals of 
FI 772m, and BPS of F12£0, 
sees a slowdown in profit 
growth, mainly as a result of 
the Asian crisis but also 
because of weak results at 
PolyGram, the music and 
film business. 

He expects Philips to 
release first-half net profit of 
F11.49bn and. earnings of 
FI 4.15, with a weaker profit 
growth in the second quarter 
than in the first 


NEW INTERNATIONAL BOND ISSUES 
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FINANCIAL TIMES 


MONDAY JULY 20 1998 t * 

* THE WEEK AHEAD 


23 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

Airflow Streamlines Bp 
Asset Mngmnt Fcfg ip 
Banco Real m% Nts 2000 
$393.75 

Do 816% Nts 2001 $40625 
Bett Brothers 2_05p 
Bradford & Brngfoy BkJg Scty 
11%% Perm lot Big £58125 
British Steel 11 %% pb 2016 
£5.75 

Chesterfield Properties 9 p 

Dewhurst Dent 7% Un Ln 
1990/2000 £3^0 
Fountain Forestry o.95p 
Incepts o.35p 

Japan Atffines 6 % Bd 1999 
YBOOOOO.O 

LtoydsTSB SO FRN 2006 
£19.45 

London & Assoc Properties 
0.9p 

M & G Income lrrv Tst 1.15p 
Do Geared Units 1.1 5p 
Do Package Units 1.1 5p 
NT AT 9% Nts 1999 $900.0 
Northumbrian Fine Foods 02p 
Revelation Piccadilly 0.2p 
UK 6^4% Bd 2001 $67.50 

■ TOMORROW 

Basque Country 314% Bd 
2005 Y32500.0 
Cadcentre 2.4p 
Creative Publishing 5.75p 
□enby 1.7p 
Hscox 2 _ 2 p 


MkJ Kent HWgs 192p 
Mitsui (Europe) FwtfFRN 1989 
V261 147.0 

Tokyo Gas 5%% Nis 19% 
$275.0 

Yokohama 6 %% Gtd Bd 2005 
$65.0 

■ WEDNESDAY JULY 22 
Canary Wharf Fin Class D FR 
1st Mtg Db 2020 £107.21 

Exchequer 12% 1999/2002 

£6.0 

FAC Private Equity Tst 2 p 
First Ireland Inv 3.2p 
German Smaller Co's Inv Tst 

0 £p 

Helphire 0.8p 

Japan Airlines 5%% Bd Jui 
2003 Y55COOO.O 
Do 6 %% Bd 2003 S6&25 
Kyushu Bectric Power 6 %% 
Bd 2003 $318.75 
MEPC 4p 

National Australia Barrie 
A$0.49 

Perpetual Inc A Grwth lrrv Tst 
2.05p 

Sweden 13%% Ln20i0 
£67.50 

Tokyo Tatemono 4.9% Bd 
1998 Y490000.0 
Toyota Motor 6 Vk% Bd 2002 
$82L50 

Treasury 1144% 2003/07 
£5.875 

York Waterworks 9 Up 


Do A 9.3p 

■ THURSDAY JULY 23 
African Dev Bank 11 %% Bd 
2001 £562.50 

Ashquay OUp 

Fleming.Continental European 
Inv Tst 2-8p 

Golden Castle Euro-Finance 

Gtd Asset- Bckd FRN 2004 

SI 49.83 

Greenway 1.5p 

Hitachi Credit (UK) 3.85p 

Invoseo English & lot Tst OUp 

Mid-States 0U4p 

Pfysc 6Up 

Watermark 0 . 88 p 

YTB Fm (Aruba) Gtd Sb FRN 

2003 $1589.34 

Young A Co's Brewery A S.3p 

Do N/Vtg 8.3p 

■ FRIDAY JULY 24 
Alrsprung Furniture 5.41 p 
Afled Domecq 9.73p 

Anglo American Corp of South 

Africa R5.65 

Apollo Metals 1.6p 

Arcadia 4.7p 

Bestfoods $0-225 

Brown (N) 5U5p 

Clyde Blowers 2.67p 

Cosalt 4Up 

Crown Ltesise 0.75p 

Dee Valley 132p 

DoN/Vtg 13Up 

Grainger Tst 1.75p 


Haztewood Foods 7%% Cm 
Ptg.Pf4.375p 
Highlands & Lowlands 
M $0.1 35 

London Scottish Bank 1.07p 
McDonalds 6 %% Bd 2006 
FFr675.0 ‘ 

Osbome & Uttte 34p 
PBlar Property 4p 
Ptarmigan Int Cap Tst 2 Up 
River & Mercantile First UK Inv 
Tst 0-4p 
SBS Ip 

Sainsbury (J) 10.15p 
Sears 2.9p 
3i 6.4p 

Time Products 7.6p 
United Utilities 11%% Bd 
2001 £116250.0 
Victrax 1-65p 

■ SATURDAY JULY 25 
Debenhams Retail 7%% Un 
Ln 2002/07 £3.625 

Do 746% Un Ln 2002/07 
£3.875 

Housing Securities B%% Db 
2019 £4.1875 
Salford 7% Ln 2019 £3.50 
Treasury 13%% 2000/03 
£6.875 

■ SUNDAY JULY 26 
Treasury 2Vfe% IL2016 
£2.4441 

Treasury 746% Ln 2012/15 
E3U75 
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KERKELEY FUTURES LIMITED 

38 DOVER STREET. LONDON WIX 3RB M 
TEL: 017)Ji29 1133 FAX: 0171 495 0022 §3 
hllp^rinnrAtLco.Bk ^ 


UK COMPANIES 

■ TODAY 

COMPANY MEETINGS: 
Greenway, 117, The 
Head row, Leeds, 11.00 
Renaissance US Growth A 
Inc Tst, Kempson House, 
Camomile Street, EC., 12.00 
WT Foods, Chamber of 
Shipping, Carthusian Street, 
EC., 11.00 
BOARD MEETINGS: 

Finals: 

Indu s t ria l Control 
US SmaflerCo’s few Tst 
Interim: 

Trust of Property Shares 

■ TOMORROW 
COMPANY MEETINGS: 

Young & Co's Brewery, 
Wandsworth Town HaH, 
Wandsworth High Street, 

S.W., 11.30 

BOARD MEETINGS: 

Finals: ‘ 

Aston Villa 
Barbour Index 
Copyright Promotions 
Faryewood 
MTT1E 

Oglesby & Butler . 

Interims: . . 

SL Modweo JPropertfes 
Temple Bar bw Tst - — 


■ WEDNESDAY JULY 22 
COMPANY MEETINGS: 
AngBarr Water, The 
Performing Arts Centre, 
Hinchingbrooke School, 
Huntingdon, 11.00 
Chloride, Royal Aeronautical 
Society, 4, Hamilton Place, 

w., 11.00 

Coats VryeHa, Four Seasons 
Hotel, Hamilton Place, W„ 
11.00 . . 

Dee Valley; Llyndtr Hall Hotel, 
Uyncffr Lane. Rossett, 
Wrexham, 3.00 
Fulcrum Inv Tst, 
Middlethorpe Hay. 
Bishopthorpe Road. York, 
10.30 

Osbome A Uttte, 49. 
Temperiey Road, S.W., 11.00 
Scottish Power, . Edinburgh 
Festival Theatre. 11-29, 
Nicoison Street, Edinburgh, 
11.00 

Vofax, Copthome Hotel, 
Salford Quays, Manchester, 
11J0 

BOARD MEETINGS: 

Finals: 

Martin Currie Moorgate few 
Tst 

Stanley Leisure 
Uno 


WF Electrical, 

Interims: 

Allied Textile 
Reuters 

■ THURSDAY JULY 23 
COMPANY MEETINGS: 
Boots, Queen Elizabeth II 
Confomce Centra, Broad 
Sanctuary, S.W., 11.00 
Brocfchampton, 
Brockhampton Springs, West 
Street, Havant, 12^30 
Meyer fait; La Meridfen ' 
Waldorf Hotel, Aldwych, W.C., 
12.00 

Proteus bit. New Broad 
Street House. 35, New Broad 
Street, EC.. 12.00 
Renotd, Reno Id House, Styai 
Road, Wythenshawe, 
Manchester, 2.30 
Shanks & McEwan, Glasgow 
HBton, 1, WHOam Street, 
Glasgow, 11.00 
Tex HWgs, 49. Glebe Place, 
S.W., 12.00 

Wamford bnrs. Institute of 
Chartered Accountants, 
Moorgate Place, EC., 12.00 
BOARD MEETINGS: 

Final: 

Jones Stroud .. . 
In t e ri ms: ; 


ICt 

Legal & General 
Northern Rock 

■ FRIDAY JULY 24 
COMPANY MEETINGS: 
Etectrocomponents, 
Lainsborough Hotel, Hyde 
Park Comer, S.W.. 12.00 
Southern Bectric, De Vere 
Regal Bath Hotel, 
Bournemouth, 12.00 
United UOfties, 

BOARD MEETINGS: 

Final: 

Martin Currie Japan 
Interim: 

Total Office 

Company meetings am annual 
general meetings unless 
otherwise stated. 

Please note: Reports and 
accounts are not normally 
avaflabie until approximately 
six weeks after the board 
meeting to approve the 
preliminary results. 

This list is not necessarily 
comprehensive since 
companies are no longer 
obliged to notify the Stock 
E x ch an ge of imminent 
announcements. 
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Futures. Options & Margined Forex. 

Trading in all major Markets. 

Speed}' fills, competitive commissions. 

Try our service and see «hai you have been missing! 

Elocution only 0171-674-0020 bm 

Foil advisory: 0171-674-0034 RR 

Weekly Options Strategics Mill 

Daily Technical Analysis 
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.** '•••< Euro, January 1 1999 

Traders, if you haven't seen K how we you going to trade it? 

Euro Vision, 

wwwJntutechnic 5 .com eiWUSD— IUUMCD. i UWTW. XUWCAO 
Tel. +44 171 294 00441 


AA 7) fI/gF r X I /~y equities, futurti, optidns 

I V I d 1 IV tf L B Cy and new? from ont-y £54 per norrtJi 

fn,w Ynephonc 0800 321 321 

www.market-eye.co.uk 


Daxastream/ICV 


;gni> 


All Futures. Options 
& Margined Forex 



Ciawi fep Imiiwd 



TeHit; i it: wn 


HRS 

tuwt l«|if uo»nioicti pni«i.iW 


Wt+Sin hup pnmul » 

5- 


OFFSHORE COMPANIES ♦ BY LAWYERS ♦ 


m 

I Leading imomaacxia! tax ptcnnmg Urm. edfers lid service. 

I Imran: Helen Harper. LLB (HOMS) Tat + 44177 SS2 2274 
I taUe Peter Murphv a Comm. Tat + 4531 662 1UI 

I E-nnB; oflsfearafiHfgn^cm WaMts:H»wdcfgtB«tkSM 


"jvwt 

90-106 STORY ST. UHtfiON SW3 SHI, UK 


stranp 


» 


A CORBBA1HDWG PRESENCE! 


ED&F KLAN DIRECT 


noons NOW AIIAIi ABLE 

TO PRIVATE INVESTORS. 


! V »tp Tw>ih« 


» A ! Pb I tVj»Lwrnuwi 




REAL-TIME ELECTRONIC FOREX DEALING 

w , FREE price teed, charts and ntwi 

SI 


roger2: • foreK-cinc.co.uk • T>:1: -+4 4 (CJ1992 S3SS50 


Argus Gas Connections 

generation markets Petroleum Argus 

Free trial f 44 i?" >3598792. Ernai!: sales S-potro 1 eurr.ar 3 ys.com 


WANT TO KNOW A SECRET? 


Tbc LPi.G.M-L Seminar will vhn* }ne bo® ihr cnariels REALLY w>wi. The 
anwing trading teehniques of the leeeikldi> W. D. Cam can incii'a* \ mu proffti 
and canum wnr Icwev. How’’ Thar's the wrt 
Bnuk uhs FREE run. Phoni 0161 474 6CSa 


.trVt | 


TRADE FUTURES 
ON THE INTERNET 


FOR FREE DEMO CALL 


L'nrico 

+44 (0) 171 892 3311 

NM« frcdte|9/(nwPMirUM,(M 1 


TENFORE’Issi; 

iES!25jC T / ZSi 53SS JSnSS. 3 3E3 B J Futures l Options, 

For more info and FREE domo efite calL Research ft CcmneTttSrV 

+44(0)171 405 1004 and News 


I 


ED& F MAN DIRECT 


OIWOED OPTIONS ALSOWMima 


£14 $20 DM25 

WITH FUTURES TRADING 
COMNHSSIONS THIS LOW 
WHY NOT CALL US TODAY? 


0500 5G5717 




From Data Broadcasting Corporation 

Th* workft loocfrnp provider of reoUimo motlot deta to m mAvoud im 


REAL-TIME DATA ON YOUR PC 

eqwHu + futures ♦ options + derivatives + bonds + commodiSe* 
^All THE AMERICANS + FOffiC * IS£ + EUROPEANS ♦ NEWS ♦ CHARTS 


NOW with 1-NET: Signol for ncU-orks 
Available vrith DJ Brcoclcpfe 
Low end money bock trial 
Cell for mere info £ FREE demo disk 


■DBC 


| www.dbceuro.com Td +44 171 793 3100 


CONFERENCES AND COURSES 


CONFERENCES 

COURSES 


JULY 30 

DEFENCE: Tin Strategic 
Defence Review : 

Ptul I of this conference wa* held as a 
highly jocceadul strategy roend able in. 
April. 

Pan 2 took* ai the iinpficaiJccs far the 
defaue ndasrlea of the Review itself as 
weO as at its consequences for the anned 
faeces ud British Defence and foreign 
policy. Sone 10 place remain avsitabto. 
Sponsored by EDS. GEC-Muroni. 
PricewaicrbouseCoopcn. Devised by 
Lord Chalfoot and Rail Beaver. 

Contact: Cityforam Ltd 
Td: 01225 466744 fax: 01 225 443903 
^ LONDON 

SEPTEMBERS -4 
Japan and Europe 

Topics; implicatkni of Japan's economic 
crisis, reforming Japan's financial seam; 
macka access, peotnoeng joint vemures. 
inwanj mvestmau. and implicatimts of 
EMU. taterattrve rrrtenwionel cxxrfererce 
with SO wen-attained participants from 
buancx4 and gmemment 
Contact: Fran Nanm, Witoo Part 
WistanHousc^Stcyning. 
tifcn Sumo* BN44 3DZ. England 
TOeptwoe: 1903817777 
Pxe +44 1903 815931 
Email: fiarx*Lmartin@wflwn(Wtniga* 
Near LONDON 

SEPTEMBER 8 -10 
Second fen- African 
Investment Summit 
PRIVATISATION IN PRACTICE 

“The Restructuring or Stale owned 
Enterprhes in Africa into the next 
MMena hnT 

Jotnnnotut Td; +27 ] l 807 0948 
Fax: +27 11 807 0919 
Emml gddefty^iaiVtaLcam 
For botkingi and more information 
cornier Business in Africa Conferences 
LondoiTel: +44 171 495 7W 
Fax; +44 171 495 7966 

Bnaff BurinessmafncogcmnFuservtcmn 

Johanpesfanra, SOUTH AFR1C 4 


liSaltora 98 - The Wkefsss 

Enaomy 

TM WftBtesn Economy 
Cbnfereftce and ExhWon 
irsqijaty tor the Bnaome 
BpresontetfawaStyoffte 

3aptod^ Europ^mc*8eand 

oBatess commuiicaila nB inctasfay - 

sssstssor- 

tteir Mura visions tor the mtA- 
Ulan cettJar, moMedae and 
Internet, mobfle satoB te. pag"8.._ 
tinned rado. motfa Mommeico. 

wireless access. nmwwK 

manacameni. and troactoana 
myUtawfBacontertsectws- 
Tel: +44 171 957 0030 
Fa* +44 1717 857 0031 

wwwJntttcom96xoni 


SEPTEMBER 15 & 16 
The 2nd FT Worid Water 

Conference 

Conflnned speakers inclnde Mr W J 
Alexander, Thames Water pic; Mr 
Preben NteUeo. Asian Development 
Bank; Mr Jan Prim, ABN AMRO Bank 
NV and Dr Leon AweAuch. Overseas 
BeeteeL 

Contact: Sarah Ctob, 

FT Conferences 
TO: (+44) 171 873 3450 
Fix: {*44) 171573 3067 
Emafl: sarefa^bb^fecom 

LONDON 


htomtioral Real Estate Hnmee 
Coafarean “Creating a Near 
Syneigy: Gtefeal Partasofeips 
la Raal Estate Fmaaca* 

Sponsored by the Mortgage Bankare 
AsaodnUon ct Amartca (MBA). The 
orty fnamaUonal estate finance 
contorenoa derated to mortpsae 
Snanoaprofeesfontahomdozem 
ot naiiena. SOBStone cover recent 
devetogmerta In the resfclandel and 
coramereW sectors in amoigng 
martwto. Topics mduda imeaaurel 
acflvfly. flovemmart policy peopeolvn, 
secoretay aymenw. tntemadonal law 
tocome houaing. tonovatae lecftnolofly 
and trade bantam. 

For further totonntton contact 
MBA imatTWIotta OMaton 
TeL 202 861 8560 
F»c 2028810730 
Emt htanattamtttataauxg 


Dsass. 


Maui, Hawaii, USA 


MBI/NED 


'l 


ExcfoaivB fim&for 
ChsinastiCEOa & IKDe 
seeking- MB/0 roles to moat 
20 leading venture capitaliste 
& corp ora te financiers in 
workshop fonnis. 

Case hietories indicate how 
a stake of c£50k can secure 
MBT appamtxnents. 

Chairman: 

Sir Kit McMahan 
Former Deputy Governor, 
The Bank of England 

^UKs definitive 1 day a 
Seminar /Workshop Y 



l 


Sponsors: 

• Barclays P rivat e 8qrrity 

■ NatWaat Acquimtuai Finance 

• Arthur Andersen 
Corporate Finance 

■ Quretta Corporate Lawyers 

Ito Chief BiimnUve a* OtEca, 
QaMaaChmbai, 

■ta 8L 
NettaNGiaBB 
TU: Olia 968 8683 
Frj= 0115 BS8 9684 > 



Farts Court. London | 


OCTOBER 5-8 
Econonde and MonMary Union 
Topics: exchange rwes; the Sltaiiiiy 
Pact; EMU's i m p Dc anoca for b win ta a . 
banking, the 'ooia’, employment, 
regions, and pobtic opinioa hnc*»ctive 
international conference with senior 
speakers and 50 well-informed 
participants from boshiesB and 
pwemmeat. 

Contact: Heather Ingrey, 

Wilicn Pmk, Werno Home, 

Slcyning. West Sussex 
BN443DZ. 

B ngUn d 

TOqiboar. +44 (01 1903 817764 
ftx: +44(011903 814217 

Eniafl: tatties tagrej^wflampwkxrgjik 

Near LONDON 

OCTOBER 14 & 15 
FT World llobUe 
Communications Conference 
This annual FT conference has met 
■. gain attracted an international awCenee 
of senior executives ftoo the mobile 
industry- Speakers include: Mr Hans 
Snook. Orange pfe DrJaa^Uck Sea. 
SKTOtxoo. 

Comma: Smn Ftaeoiirt 
Tel: 0171 873 3262 

Email: e^n .fi mmu nfS' f tXOCl 
^mrw.flnairaeuceBXOBi 

LONDON 


OCTOBER 19-21 
Put your questions to those 
shaping Ukraine’s fubae -attend 
The Economist Conferences 

RoaadtaMe wUh the Covenmwnt of 
Ukraine • Hear presentation* of 
go ve r n m ent potiry • Discess wifli ywr 
peers die {dans outlined and engage in 
dialogue with President Leonid 
Kuchma end hit key nnmstera. 
in association with: Bank Austria 
CrwStanstalt International. Scania. TU. 
Reynolds. Ofci. SAT 
1b rewmeyonr place. contact: . 
Gerftode de Leonardis. 

The Ecooombt Conferences 
■ftt 143.1)71241 61 32 
Fax: (43.H7U 6769 

Kiev, UKRAINE 

OCTOBER 20 & 21 
The 2nd Utility Congress 
- The Competition Audit 
A two day conference and exhibition 
organised by Utility Week magazine 
■will i tinn key issue feemg the utiEiy 
industry. Speakers include; PM NolaL 
IVuiicii; Keith Orchison, Electricity 
Supply Association of AustnSa; Ida 
Bastaa Edtac Orris MeDor. Aoj^as 
Water; John Roberta, Electricity 
Association, Mike Bernis. London 
Bedrid ty 

Tel: +44 1 SI 652 3S18 
Frc+44 181 65234S2 
E-mail: aigela.jone3@ibiccMk 

BRIGHTON 


Conferences 

& 

Courses 


OCTOBER 20-23 
International Institute of 
Communications Annual 
Conference 

Communications In an Era of 

Convergenco - 

The Netcasting Society 

Tel: +44 17! 3880671 

Fas: +44 171 3S0 0623 

veromcaBneonuag 

Pares dd Prindpl Hotel 
Rome, ITALY 

OCTOBER 27 
Good Practices in 
Knowledge Creation 
& Exchange 

This high-profile conference will show 
bow the world's ISO leading compa ni es 
are using knowledge management to 
achieve higher return 00 investment 
rapid product innovation and better 
service. 

TcL +44 10)1892 526757 
Fax. +44 (0)1 892 542988 

LONDON 

OCTOBER 28 

The 3rd Annual FT Diamonds 
Conference 

Confirmed speakers include Mr James 
R Rothwell. BHP Diamonds Inc; 
Mr Ryo YmrngnrtiL. Oems Ime mati o o al 
Co Lid; Mr Pnnfois Curie], Christie's 
Europe; Mr Mark Cockle. Diamond 
International and a senior represeotatiyc 
from De Been. 

Contact Sarah 03* 

FT Conferences 

TO: +44 171 873 3450 

Fta: +44 171 873 3067 

Email : sarah.gflrh@ft.cooi 

ANTWERP 


NOVEMBER 7 -11 
MJUPOL 

tntemational Security 
Exhibition 

State security, mdostrial security, local 

community security, civil defence and 

ocher KCton of the securinp ktdusrry arfll 

betfftte t 

For detailed mfonnanoD 

Fax: Arab-Brititta Chamber of Commerce 

0171 3964499 

or ftx: IMPEX 00 33 1 40 2791 63 

Doha. QATAR 


Fraud and the Em 

7ho Potential tar Fraud n a Roeutt 
otO* Introduction at Ota Quo 
On Junuwy 1 ■ 1 999, G4J wil become 
■ reaRy How does t» rooduction of 
tie Eure aflad die potential tor tmul, 
and how do you protect against «? 
Could you be at risk? Can you atom to 
ignore Otis tm»t7 For Ihe fra time 
ttesa Issues wl be Bynemsttcaty 
adetassedby aentarmpesentefives of 
teatflno European b ^W itl o ns. ma]or 
cnportte saU t th i n BlI u i id lbanls. 
Mudng the Euupean CommiBSiDn, 
Euopean System ot Cental Banks. 
EBRD, Etippol, KPMG. Pastes, and 
Visa, among many others. 

Ap propr ia te tor senior ataatUvao 
remxirwtol B tafrerorganisatlcriB' 
financ ial and operator^ riatyxy, risk 
profle or compSanca agrervislon. 
Languages; Engbh and French 
Contact: Trevor Gee 
Teh +44171 4191000 
Fax: +44 171 410 1090 
wwwJtnandalfraucLeani 

IfBX PiWcdesCeeuta. Brussels 


3nfAuB8l ConfBreace: 
Aircraft Finance Foram 1398 
This event is recognised as the 
leading Industry conference in 
London lor aircraft flnanefere, 
lenders, appraisers, 
man ufa cturers and aritnas 

rt tn hnB v Hactt ftyrri tiryi 

presentations Iromwwidwiae 
Industry experts on the key 
business issues titeJacting on 
afaoafl finance globally. 

For programme delate, 
ptease contact: Laura Plumps 
Tat +44 (0)171 363 7537 
Fax: +44 (0)171369 7399 


IFR 


. CONFERENCES 

Tbs Langbam Hilton, London 


DECEMBER 2-4 
Venture Forum Europe *98 

Arranged by FT Conferences and 
Venture Economics, the 9rh anneal 
Venture Forum Europe will provide 
industry leaders with an important 
opportunity to increase their 
undtesamfiog of the European tenure 
capital market pl a ce . 

Contact Sarah Gibb 
FT Conferences 
TO: +44 171 873 3450 
Fax: +44 171 873 3067 
Email: anh pte feflcws 

LONDON 

DECEMBER 7 &8 
The 17th FT Worid Pulp and 
Paper Conference 
Distinguished speakers include Dr 
Claes Dahlhack. Presides! ami CEO. 
Investor AB and Chairman, STORA 
ABi Mr John F McGovern, Executive 
Vice President and Chief Financial 
Officer. Geotgla* Pacific Corporation; 
Mr Hatai OslHiig. European Pulp and 
Paper Analyst. Goldman Sachs 
International sad Mr Eugene Vim Ai, 
Executive Otahnmn, Sapp Lmutoi 
Enquiries Joanna Edwards, 
FT O a toa i 
TO: (+44) 171 873 3374 
Paso (+441 1718733067 
EnHih Jonatedwad^'fLeoiB 

wwwitNnfetenceSjOom 

LONDON 


AUGUST3-5 
BPP Financial Education 
Understanding Foreign 
Exchange 

For bank & corporate treasury staff new 
to the foragn e\dnogc inaikcL Provides 

■ clear understanding of the dealer's role 
& practical currency trading also 
interpreting uutLei inforauDdo & Ihtipt 
exchange risk analysis and n una gematt. 

• Tamkialogy & marier practice • Spcr & 
forward exchange rates • Running a 
trading boot - Eccnoma: fundamentals & 
technical analysis ■ Corporate currency 
exposures • Introduction to currency 
futures Aapkvts 

OUTLINE AVAILABLE. 

Contact Hflaty lackscn 
TO: 0171 628 8444 Fax: 0171 62S7SI8 
Email: bppuairtmi^'cnmpusefvexom 
CITY OF LONDON 

AUGUST 6 -7 

BPP Financial Education 

Advanced Accounting 

Introduces delegsics to more complex 
accounting topics & standards. * Slocks 

- long term contracts • Fixed assets - 
revaluations • Introduction to (ax 

- meloding deferred tax • Introduction 
to pensions • Introduction to capital 
instruments • Introduction to SSAP2I 

• Introduction id group accounting 

■ FRS1 cashflows. 

OUTLINE AVAILABLE. 

Contact: Hituy Jackson 

Td: 0171 628 S444 Fax: 0171 (OS THIS 
Email: hppuaioing^t'coorfuscrv'cxsstn 

CITY OF LONDON 


AUGUST 12 -14 
Effective Negotiating Skills 

• The Ncyniating Range • Rower Baxes 

• Trading Concesrions • Principles fwin- 
wm» of Negotiation • Conumaricaiing to 
Influence • The Phases and Stages 
(process) of Negotiation • Telephone 
Negotiation. Team Negotiation. 

3 Days £915 ♦ VAT 

Contact' Brrchin Training & Consulting 
New Address: 

1 Lombord SL EC3V 9AA. London 
Td; 0J7I 939 0633 
Fax: 017 1 92966*4 
Fnuril - bircfain@'h<n±inxom 
Intemer http'7/wa-»-.hnrhaurom 

LONDON 

AUGUST 17-21 
Introduction to Corporate 
Credit Analysis 

• 1>pes of Borrowers and their needs 
■ Technique* of Credit Analysis * Profit 
and Los* account and Balance Sheets 

• Spreading, Ratio*. Key Indicator* 

• Cashflow. Forecasts. Sensitivity 
Analysis * Business Plans. Debt Service 
Capacity. Covenant'. • Analyse of Rota 
5 Dap, £11 *5 + VAT 

Cooum: Birch'm Training & Consulting 
New Address: 

1 Lombard SL EC3V 9AA. Loodno 
Tel: 0171 929 MA3 
Fax: (1171 929 6M4 
Email: birching bhchirocorn 
Internet: bup^/w mviiiid i inxtxn 

LONDON 


AUGUST 24- 26 
Project H nance 

• Project Risk * Feasibility Studies and 
Project Plans • Construction of Cashflows 
and use of Modelling • RisL/Rctutn 
Prospect* • Discoumed Cshflows. IRR 
and NPV - Types and Sources of i-nxer 
including Equity * Special Purpose 
Vehicles and Financing Structures 

• Projocl Ducmnwuaritw 
3 Days £995 + VAT 

Contact: Biniiin Training St Ccmufung 
New Address 

147 Lombard SL London ECJV 9AA 
Tel: 1*171 9J9 663.I 
Fax: 0171 929bt»44 
Entail; birchn<?bnrhin.com 
Intemei: hup7/www.birchirccom 

LONDON 

OCTOBER 12 - NOVEMBER 30 
FT-Oty Course 
The FTC ay Course, which takes place 
over K weekly afternoon sessions, 
provides an exccHem iaroduaum us the 
City ai London as a major financial and 
nading astir. 

Lnqi lines: iowma Edwards, 

FTCtatfcrences 

Tel: 1+44) 1718733374 

Fix: i+44j 171 873 3H67 

EnauL joonmedwnnh^ 1 ftcom 

w'ww’.nconTcresroex.L'oin 

LONDON 


Conferences 

& 

Courses 


LANGUAGE COURSES 


To advertise in 


Language 

Courses 


Please contact 
Jade Sanderson on 
- 44 ( 0)171 873 3507 


FAST. EFFECTIVE, AFFORDABLE 

Would speaking your 
Customer s language 
Have made the 
difference ? 


Did your last meeting overseas go as well as you had 
hoped? No ? Why not 7 Did you lose out to a competitor 
who did speak the language of the customer ? 
Don't let it happen again - 

Call BERLITZ for details of 'Doing Business in* 
French/German/Spanish NOW on 

0171 -915 0909 
0121 - 643 4334 
0161 - 228 3607 
0131 - 226 7198 


Helping the Wortd Communicate. 


To advertise contact Jade Sanderson on +44 171 873 3507 or Fax +44 171 873 3765 
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to influence yen 


POUND SPOT FORWARD AGAINST THE POUND 


BS0ES3EM 


CHta| 

ob D9 


tang* Btf/tear 


Orft mi Omrntm 

.ttgtt . low te v* 


DrecmAa ante . tetd 
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fete Cf*v 
mftte - w«w 


BySbnoa Kuper 


By Friday, we should know 
who will- he the neat prime 
minister' of Japan. The vote 
that day is to elect the presi- 
dent of the ruling 'Liberal 
Democratic Party, but who- 
ever wins is likely to be con- 
firmed as prime minister by 
the Diet later this month. 

The yen, stable for weeks, 
should continue to. react 
mainly to the political news 

from Japan. 

The market, having ini- 
tially tried to draw subtle 
distinctions between the can- 
didates to rule Japan, seems 
to have moved to the view 
that whoever becomes prime 
minister will reform drasti- 
cally. 

Ryu taro Hashimoto, the 

outgoing premier, is seen to 

have suffered for not reform- 
ing enough. 

Both the main candidates 
to succeed him, Seiroku Kaji- 
yama and Reizo Obuchi, 


have made various promises 
of change. If either appears 
on track to take over from 
Mr Hashimoto on schedule, 
the yen should benefit 

However, until there is 
more definite news, the cur- 
rency may struggle to move 
far from Y140 to the dollar. 

With almost no US eco- 
nomic data due out, the 
other significant event of the 
week should be Alan Green- 
span’s semi-annual Hum- 
phrey-Hawklns testimony to 
the Senate banking commit- 
tee tomorrow. 

The chairman of the Fed- 
eral Reserve is almost 
always canny and even- 
handed. but this time he is 
liable to reflect the Fed’s 
bias to raise rates. That 
could shake up markets. 

Oo Thursday the Bundes- 
bank council meets for the 
last time before the summer 
recess. It is expected to go on 
holiday with unchanged 
interest rates. 
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WH SMITH GROUP PLC 


Summary of the second interim unaudited results 
for the 12 Months ended 31 May 1998* 


Richard Handover, Chief Executive, said: 

"We have made excellent progress in implementing the strategy we announced in October. We 
have also stabilised the Company after the problems of recent years and the disposals phase of our 
plan has now been successfully completed. 

“We are clearly focused on the operation of our core businesses where we are improving 
performance and strengthening their organisations. The next phase of our work is to start to realise 
the full potential of the WH Smith brand and businesses, while completing the integration of the 
John Menzies retail chain. 

“In common with UK retailers, trading in June was disappointing, with retailing sales unchanged 
compared with the previous year. It is too early to be clear that this indicates a continuing 
medium term trend. 

*The Company expects to make satisfactory progress over the next year and to meet the significant 
challenges it faces with confidence.*' 
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lunt for Japan’s PM to set tone 


n the - race to lead the Ub- 
«al Democratic Party. Hom- 
*ver, f Japanese Government 
lends could suffer from 
of a flood of defldt-fizi' 

afing paper hitting the 

the US, a strong influ- 
ence on Treasuries will he 
fr Greenspan’s testimony. 
^Diminishing anxiety over 
and strength on Wall 
pushed many 
equity markets to 
highs on Friday, with 
the FTSE Eurotop 100 index 
closing at a record 3053-94, 
up 3234 points. The broader 
Eurotop 300 index closed up 
1337 at 132033. 

There has been little 
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recent progress in the money 
and bond markets in the 
convergence expected to 
take place before the year- 
end among countries joining 

monetary union in the first 
wave. 

The fTs Eurozone cur- 
rency convergence table, 
which calculates forward 
interest rates for the year- 
end from forward currency 
rates, shows Ireland's differ- 
ential against Germany 
around 2.20, with Italy 
around 1.00 and Spain 
around 0.60. 

In each case that is sub- 
stantially greater than at the 
start of May. when the EU 
set "Euro in” bilateral 


exchange rates for the year 
end. On May 4. the Irish 
Interest rate differential was 
1.62, while Italy was 0.72 and 
Spain was 034. 

In 10 year bonds there has 
also been some increase in 
yield spreads between Ger- 
man bloc countries and Emu 
peripherals. 

London Bond Broking 
argues that factors behind 
the trend in bonds could be 
market scepticism over 
Emu; a belief that bunds 
may prove the Emu bench- 
mark, producing greater 
liquidity in that market, jus- 
tifying wider spreads; and 
differing views of country 
credit risk. 
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THE LUCKY DRAGON FUND 

Internationa} Depositary Receipts (IDRs) 
issued by 

Bank Brussels Lambert 

evidencing Beneficial Certificates representing 1 ,000 Units 
INCOME DISTRIBUTION 

INTERNATIONAL INVESTMENT TRUST CO. LTD.. The Manager of 
The LUCKY DRAGON FUND, announces a cash dstdbuUon of US5 80 
(equivalent of NTS 2,760) per IDR (equivalent of 1.000 units) for the 
unahoUera 

The cash dlstifeutlon represents a net of 20 percent withhoUng tax and 
expenses. 

Payment tor coupon no. l ol The Lucky Dragon Raid International 
Deposrtary Receipt w* be made after deduction ot the Depositary's tees 
in an amount of US$0.40 per coupon, on or after July 30, 1098 at the 
offices ol Bank Brussels Lambert In Belgian. 

In compliance witfi the terms and concrtons of the Deposit Agreement, 
the cash cfstriDution wfl be made by the Depositary against presentation 
of the appropriate coipon and the certificate of nedionaflty and residence 
duly completed. 

Holders of IDRs fo r ran g part of a Global Depositary Receipt w0 racata 
payment through Eiaoctear or CedeL 

Depositary; Bank Baissafe Lambert 
Avenue Memo. 24 
1000 Brussels 


The Republic of Panama 

Discount Bonds Due 2026 

Notice is hereby given that the Rote of Interest has been fixed at 
6.6875% and that the interest payable on the r e l e vant Entered! 
19. 1999 ag 


Payment Date, January l V, iyyv against coupon No.: 
resped of U5S1 .000 nominal of the Note will be USS 34.55. 


against coupon No. 5 in 


hi/ 2D. 1998. London 
&)r Grier*, NA Agn<y & Irul Str-raJ, Ago* Boot 


cmBANCo 


Sun Life Global Portfolio (SICAV) 

Registered Office: SO, avenue J.F. Kennedy. L-2951. Luxembourg 
R.C. Luxrmbotirg B27526 

Dividend Announcement 

The Board of Directors announce that a dividend has been 
declared on Haven Portfolio at the rate of J-29 pence per share 
which wtD be paid on 1 1th August 1996 to the respective 
Shareholders of that portfolio as recorded at the 
close of business on 30th June 1998. 

The Board of Directors 14th July 1996 
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FINANCIAL TIMES MONDAY JULY 20 1998 

a 52 week basis 
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With Rockwell Collins Communication systems 
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FT GUIDE TO THE WEEK 


MONDAY 20 


Asean ministers gather 


Foreign affaire offidafs arrive in Manfia for 
the Association OF South-east Asian 
Nations' (Asean) 31st ministerial meeting 
and fifth regional forum. Domingo Stazon, 
PHIpptrn foreign secretary and host of 
the nine-day gathering of Aslan and 

western representatives, describes ft as 
an Incomparable opportunity" to tackle 
the regional economic crisis. 

Asian delegates, who wifl be Joined by 
US secretary of state Madeleine Albright 
and her counterparts from Russia, 
Canada, and the EU, wifi ateo address 

problems of transnational crime, nuclear 

proliferation, and Cambodia. Cambodia 
win hold national elections an Send ay 
and is struggling towards Asaan 
membership. 

Diplomats expect Asean’s nine 
members to move Informally towards 
greater Intervention In each others' 

Internal affelre - despite opposition from 
Burma and Vietnam - and to protest 
formaBy about recent nudaar tests by 
India and Pakistan. 


UK transport white paper 

The British government Is due to present 
its long-awaited transport white paper, 
heralding a shift away from the motorist 
and towards public transport it Is 
expected to include proposals to charge 
motorists to drive into crowded city 
centres and a tax on work site peaking 
spaces. Both measures would be 
introduced gradually, however, and they 
are Skely to be the respon^biflty of local 
rather than of central government 


EU term ministers meet 


European Union farm ministers meeting 
in Brussels am likely to voice strong 
concerns about plans to begin taBre on a 
free trade agreement with Latin American 
countries grouped together In the 
Mercosur pact The French have said 
they warn to discuss the Issue even 
though the European Commtaskxi, the 
BJ's executive, has yet to propose find 
talks begin. They fear farm prices would 
fan sharply under a free trade pact 
Germany Is also among countries 
sceptical about the benefits of adeaL 


Santas converge 

The 35th Santa Claus World Congress 
takes place h Copenhagen attended by 
more 100 Father C h r i st m as Imitators 
from 10 nations. To July 22. 


Holiday 


Colombian Independence. 
Japan (Marine Day). 


TUESDAY 21 


Internet Society agenda 

The Internet Society, which groups 
Internet enterprises and users worldwide, 
holds (ts annual conference in Geneva to 
July 24. Whle the conference agenda 
ranges far and wide over Internet Issues, 
from ‘globs! cyberculture" to encryption 
and future techrtoiogtas, the main focus 
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China and WTO iwmbflraMp 


.The World Trade 


to review the stare or uw 
negotiations. Though China hop ^ to ba 
'kSdetoeWTO by thettma new^oforf 
•tewle tato start at the end of 1W 9 . ™ 
west Asian crisis and upheavals m 

Chlra's state sector have damper^ - - 

Befflng's enthusiasm for "Wiring tpe 
necessary concassiona. WTO member* 
fa* looting forfiitiher Hbcreflsatton in 
afftajflure.and services, espeawjy^ 
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[ anddtetrfoutlon. 


jWca*« biggest Mrthtfay bash - a week-long party movfag from Durban to Jotiannetourg, wfthrouste by many fats m aHon al artfcts - o efabr ira* the flOtfa birthday at N ^qn ~M a m faja~ 


Japanese UbDem’s to vote y 

. Japan's ru&ng Liberal Democratic pa rty • 
^4, votes today to choose its party president 
wi automatically become 
jxImfcrnftisteFtb replaae Ryiitaro 
-tteshfirioto who is stepping dawn after 
Lthe defeats* the. recent upper house 
Refactions. Ktfz&.ObucW, foreign minister, 
fareeeft as the leacBng cancfidate. Srfroku 
former chief cabinet secretory, 
fclfeichM'riuaL Junichiro Koizumi, 

. .-mUster of health and welfare, is also 
' Stety-toarflar the race. A cabinet 
^reahu^Js scheduled next week. 


of outside interest will be separate 
high-level discussions about a new 
system for allocating Internet addresses 
or domain names. The US has called for 
the establishment of a non-profit 
International corporation to manage the 
address system once the monopoly of a 
private US company, Network Solutions, 
ends on October 1. 



Annan visits Mexico 


Kofl Arman, the UN secretary-general, 
leaves Guatemala, where the UN 
brokered a peace accord between Maya 
Indian guerrillas and the government for 
Mexico, where bishops and human rights 
grotps want the United Nations to play a 
similar rote In order to end a 
four-year-old Zapatista uprising in 
Chiapas. The guerrillas involved in the 
Chiapas uprisfag were also .recruited from 
Mexico's disgruntled Maya Indian 
population. The Mexican government 
however, has politely rejected any 
suggestions of UN mediation. Mr Annan 
wll have to tread carefully to avoid 
upsetting his Mexican hosts. 


Fed chairman’s outlook 


Federal reserve chairman Alan 
Greenspan wffl give his closely watched 
Humphray-HawWns testimony to the 
Senate ban (ring committee regarding the 
outlook for the US economy. 

Mr Greenspan will repeat the t e st im ony 
on Wednesday to the House. Recent 
performances by the Fed chairman have 
suggested that he remains sang Line 
about economic prospects, even though 
he has warned that the rapid growth that 
the US economy has enjoyed for the 
past two years may prove unsustainable. 

But growth has slowed in the last few 
months and the markets are expecting 
Mr Gfreenspen to signal no early change 
In Fed monetary policy. 


WHO head takes the helm 


Dr Gro Harlem Brundtiand, former 
Norwegian premier, takes the halm of the 
World Health Organisation for the next 
five years. 

Dr Brundtiand, who wants to make 
campaigns against tobacco and malaria 
her special priorities, wffl also today 
announce a radical shake-up of the top 
management of the Geneva-based UN 
agency. 

Nine executive directors hi charge 
of WHO divisions wA replace the 
present more hierarchical structure 
which comprises a deputy and assistant 
dhectore-general. 

Most of the nine, to be named today, 
have been recruited from outside the 
WHO, including appointments from the 
private sector. 


Ukraine visit by Gore 


US vice-president A1 Gore arrives In Kiev 
at the start of four days of discussions in 
Ukraine and Russia. He wffl hokJ talks 
with Ukrainian leaders and wffl visit the. 
Chernobyl nuclear reactor that exploded 
to 1086, moving an to Russia on 
Thursday. In Moscow, Mr Gore is 
expected to meet prime minister Sergei 
KIrtyenko, and wffl lay some of the 
groundwork for President Bill Clinton's 
prospective summit with President Boris 
Yettsto in September. 


Holiday 

Belgium National Day. 


THURSDAY 23 


WTO disputes meeting 

The dispute settlement body of the World 
Trade Organisation meets to Geneva. On 
the crowded agenda are European Union 
proposals for reforming its banema import 
regime, which the US and Latin American 
producers have already condemned ' 
as against WTO . rules, and a number of 
requests for dispute panels. 

The European Union Is asking for 
panefa agatost Korea regarding dairy, 
products, the US on tax breaks for 
exports, and Argentina on footwear. 

Brad and Canada meanwhile are each 
asking for panels to investigate the 
other’s aJrcraftsubsIdJes. The DSB is - 
also due to adopt a panel report ■ - 


condemning Indonesia's "nation# car” 
programme.. ' - 


Balloon attempt 

American ballbonist Steve Fqssett wffl ■- 
make his second attempt this year to • 
circumnavigate the globe when he takes- 
off from Mendoza, In Argentina's .wine 
country. 



FRIDAY 24 


Mandela is 80 


Africa's bfrthday bash of toe decade 
continues this week as musk? concerts 1" 
wffl be held to dtfhrent venues tarSouth 
Africa In honour of President Nelson 
Mandela’s 80th birthday lest Sohrday. 
The Gift to the Nation concerts foflow 9 
party tithe Kruger National Park lor .- 
1,400 chldren In neediest week and a 
banquet to Johannesburg over the . ' 
weekend. The concerts feature musicians 
that cover a variety of tastes and styles. 


jT^Siiiritey 

private ^Ftoehcd Initiative. 


Holiday 

Venezuela. 


SATURDAY 25 


Albright in Hie Philippines . 

US Secret*/ of State Madeleine Albright 
visits the Phfflpplnea, Papua New Guinea,, 
and Australia as part cf an Aslan tow to 
'"August 2. jstte wffl bokl tafia in Manila to - 
‘ with the ASEAN annual meeting. 
She trouble to Papua New &4naa on July . 
29 for a brijhst&> an routs to AuetmSa. 


SUNDAY 26 


Cambodians go to ttie polls 

Cambodia holds a garland e l e c ti o n . 
Japan wffl send* SOrenamber team to 
mchltor^w efactions, undera 
Japanese-sponsored peace plan which 
paved the way. for OambbcSa's ousted . 
co-premier Wncq Norodom Ranaridh- 
convfcted to March' in hfe absence by a 
Cambotfian court of crimes agafrtfet' 
national security - to bSgranted a royal 
perdori In order to return to bis homeland 
to contest the election. . 


EdttBd by Mar&i Afofflgan 
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ACROSS 

1 Books used before examine- 
tUm, meant for revision 
(3A) 

20 Cared drunk (?) 

11 Base stiiy rules about "e" 
before V (7) 

12 Climbing plants r*nn s t rives 
to find (5) 

13 Force tightlipped men to 
move in (8) 

15 Since on night working Is 
free (3,7) 

16 Hoe far very small back 
yard? (4) 

18 Bag: being penny short 
ceases cry of petal (4) 

tO Peers loved becoming 

tmflders go) 

23 Overlooking a quarrel is 
unusual for a boarder (8) 

34 Dance round to record (fi) 

M Gaa bomba, etc. In a new 
form (7) 

27 Tbraw stkk out (7) 

38 Books trash examination 
before lunch - about ten 
<3fl) 


DOWN 

2 Like ROC reorganisation, 
more successful (7) 

3 Speak about work wwteeg 
rattles with spring ( 44 ) 

4 Drink up as holding a party 

(4) 

5 Spread a roll supervised by 
a versatile person (3-7) 

6 Deport divorcee that Is 
about fifty (5) 

7 Guardian of big plan* tak- 
ing os to tea, say (?) 

8 First of tine month? Could 
be tricky! (5&31 

9 Holiday wear MD rashes 
tan to model C7 jH> 

14 Each seek mixture to go in 
church tart (101 

17 One boring court has bro- 
ken ward to Frenchman (8) 

29 MAn-about-tOfwn .. . 
driver, perhaps, and 
CD 

21 Oriental church festival 
never ever missed (?) 

23 Repeat -Irena wait taskfe" 

(5) , 

23 Ends op with a spadeful (4) 
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